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Chapter 1, 


INTRODUCTION 


My subject is the relationship between, the State and Industry, .in 
Britain, .with' particular '.reference to the organization of relation; 
between the State and private enterprise. I do not propose to attempt 
to deal with finance or commerce except incidentally. I do not pro- 
pose to attempt to examine, the corresponding relationships existing 
in other- countries, though (particularly, in the.U.S.S.R. and the U.S.A. 
they offer -a . fascinating field of comparative 'inquiry. In a mosi 
uncertain world I feel reasonably certain: that in Britain, running tru< 
to: form, / we; shall .evolve,.’ our own particular middle-of-the-way 
solution. Ifmay not be very logical. Indeed, we should perhaps be 
suspicious if it were. Our test, as usual, will be the practical one: 
Will it work? =My attention will be confined to that aspect " 
The problem; /even in this closely restricted form, is,, however 
.probably one of the most important and r most difficult facing us as t 
nation to-day. ; Apart even from politics,, we cannot simply ; retun 
;fq ,1939, as- we tried; so disastrously, twenty-five; years ago,", to retort 
.tci 1914 The .sphere of^he State .must inevitably be greatly increased 
for, at least Two main, reasons. .The first is the practical oneihat-ii 
the post-war period the problems of scarcity and, surplus^ of. balanri 
: of payment ' and', exchange, facing 'the world, and "Britain- in particular 
are. too great to be tackled by even the largest unaided private enter 
prise; , The second, and ultimately the more important, is the ethica 
-one,-: that the ordinary. Briton demands a further .phase of ecdnomii 
emaheipatipn: which he believes that he has earned,' and that scienci 
now makes possible. He agrees with ex-Vice/Rresicient Henry A r afiao 
fuyjh'is^jum' ;to. make; this /‘ the Century' of the Common /Man;” T’Hi 
' believes that, : in , some important measure-- ari least, this: cant only bi 

^ - — n.. i.'LLT ■ri. . ,1. . * r. A. t > , 



people; depends -upon, theiefficiency- with* Which; British "industry/ face 
the; great, problems of the - post-war y/brld. .' -That- efficiency depends 
rm tuni,. upon;. the; force,, initiative • and; .enterprise , which; individual 

cannot- b 

^provided,, at .any ;raie in measurable; time,; byihe State ; alone; > Th< 
State can-largely determine;hpw; the;crikeTk:to T Te;dividei f ; if,- ; hbw 



introduction'- 

ever, during this period we -'leave the- baking mainly .to 
shall face short commons: Organization is 'important but in ariy- j 
human activity personnel will always he motfc‘im^r^tiliah''org^a^ 
tion. The right persons following -the. right7pblicy;/will^ 

. suitable’ organization. Organization alone. ..v^ill produce nothing : but^ 
decay. - - '/ ’ r 

It is recognized therefore that our main need ih the.-economic'-: 
sphere is enterprise ; and that: it is a problem for practical considera-::. 
tion to discover by what combina tion . of Public, and Priva^'Enteipf ise ,- 
we can secure the greatest common good. •; 's,v .// 

Pronouncements are being currently made on this, subject by high 
authorities, ranging from Trade Associations of individual industries 
up to bodies like the Federation of British Industries from.. single;; 
Trade Unions up to the Trade Union Congress; from outstanding;; 
single industrialists up to great combinations Of industrialists riil&j 
“the 120” who put forward the “ Industry Report ” referred to ih / 
Chapfer VI ; from novelists up to members of the Cabmet;;itself/,^ 
It must, therefore, be with considerable trepidation that an ordinary 
industrial executive should venture to state merely his own personal 
view. : 

My only justification for any contribution must lie not in any claim 
to outstanding ability; but simply in this;/ ;-/“ 

(1) 'that I happen to have had a combination of actual experienee>; 
both of the working of the Civil Serviceahd of : iiidustry : 

(2) that, so far as this is possible,.! belieye myse^ 
ably free from bias on the issues raised, or 

tied to any particular view than the diB^iit;int^^y^iiich^l^y^ 
approach this subject ; and • ; * >* \*„4 

(3) that the single writer does not have continually to;-c0m^rdims|;/ 
to secure the agreement of colleagues;. arid ^ii'enables/ai; gitfen / 
view at least to be freely stated.' ' ■; ■ •- 

Whether the resulting views, carry conviction Or not must be for 
the reader to judge. They are put forward without any backing .of i 
authority and must -stand; or fall on their merits: or idemerifl^^iv^ 
.1 should like to stop -(here,: haying - the BritonVnor^^ 
autobiography. However, whilst one can ^jdy-‘a/n6^1{^mp^.^^ 
regard; to the personality of. the .hovelist,. ; avxea'0r;£dF 
seem entitled to have, . some idea of the background ' and experience;; 

. of the writer. That must at any rate be so,, if these things are claimed;/ 
, as:justification:for 

; .as.poi&ibiey -• therefore; ^^^efi:h;put;|hat\back^dund.: 
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Between the two wars I have been engaged continuously as an 
executive in industry, with experience of small companies as well as . 
large, and overseas as well as home. During that period 1 have ha 
to cover a fairly wide range of functions. I have been fortunate, too, 
in that my experience has not been confined to companies in one 
industry ; in particular as an original participant in the Management 
Research Groups movement in this country, I have been able to get 
a bird’s eye view of a range of industries; and with particular 
reference to the organization of industry and broad problems of 
industrial economics. I claim no special expert knowledge ; but, 
simply, that with some training in ordered thinking, I have been able 
to watch the industrial machine working from the inside. 

This, however, is only one side of the penny. The other, without 
which I should venture no written view, is that in two wars I have 
seen the corresponding inside working of the machinery of govern- 
ment and have therefore been in a position to draw deductions and 
make comparisons in a way probably not usually open to students 
of this subject. 

The permanent civil servant, by virtue of his position, is precluded 
from taking part in public controversy. The industrialist only rarely 
has experience of the inner working of the machinery of government. 
As I am now free to write and have had the double experience, I feel 
some sense of obligation. As to my civil service experience, after 
being discharged in the last war, I became an original member of • 
the staff of the Ministry of Reconstruction ; which was a small 
“thinking” Department with no executive duties. There 1 was 
Secretary' of three Government Committees and assistant Secretary 
of a fourth. When Lord Addison (then Dr. Addison), the Minister of 
Reconstruction, became Minister of Health, I was transferred to that 
Department to work on post-war Housing. It was a big Department 
of a very different type, being the old Local Government Board under 
a new name. In this war I have been for nearly five years a director 
of the Ministry of Food. Not only so but my duties have been almost 
wholly concerned with problems of industry under government con- 
trol ; under circumstances which I will mention later. 

Whether or not, therefore, my views carry conviction, at least! can 
claim to speak with inside information both of industry and of the 
machinery of government. , , 

' ' ” Bias-is a more difficult matter! I suppose weanay never be so - 
biassed as when we are confident that no bias exists. Again, I can 
' Gnl y lay.the facts before the reader and leave him to judge the results. 

■ } be San as % lawyer, and whatever the disadvantages of legal traw- 
: Sf 1 



■; INTRODUCTION 

ingi.iit, least itidoes teach! the judicial measurement of facts, and, as I 
\vbuld submit, should tend, to inculcate a professional standard of 
approach to problems of all kinds. Whilst, however, I began with 
that profession, my hobby (though it may appear a strange one) .has 
always been that of social economics. I can claim in. no sense to be 
a professional economist. I can claim, however, to have been for 
many years a student (and for some time a teacher) of economics, 
and in particular, of- the economics of industry. Study of law. arid 
economics should assist towards a balanced view of the functions of 
industry and the State; - ■ „ - - j 

• To industrialists who may feel that I give too great a place to the 
State, and take too strong a view of the duty to the consumer, ! would 
plead guilty to being “progressive” and “reformist” in my views 
, and no defender of either vested interests or vested prejudices. -' ! 
would, however, say that no one could be more conscious than I 
of the virtues of true private enterprise, and of the deadening effect of 
misapplied State control. I would, also urge that I am one of them- 
selves, facing, as a director of companies responsible to shareholders, 
the same problems they are facing. .. ; 

To ray friends of the left-wing, I -would say that I am at one ’With 
them in seeking to build upon our political democracy a real economic 
, democracy, and that if I look askance at sweeping phrases like “ the 
nationalization of all the means of production, distribution and 
exchange,” it is not because I differ in ideals but in methods. At 
least.! have some knowledge of what “nationalization” could, mean:; 
and they may care to listen to my views. In so far as I may be critical, 
the fact that I share their aims may add some little weight to my 
criticism. In case they call me a defender of the capitalist system, I 
can at least say that I am not and never have been a capitalist! W; 

In short, I can say to them and any other readers that l am (aijd 
make no apology for being) that somewhat recent development, a 
professional industrial . executive ; and - I put my views from that 
•-standpoint- ' ! T^.J1 

■ ' Finally, I must make it absolutely clear that the vie^s . expressed 
are, in fact, purely my personal views, and should m ho sense be 
^•regarded as representing those, of any industry or any business - With 
rjwhich 1 may happen to be connected.' 

; l should perhaps add that this book has been written at such ] times as 
; opportunity has offered over the period 1941-45, and most ,of it before 
. . the Present Government took .office, and it should be read in tliedightpf 


Part I. The Facts and the Alternatives 

- Chapter II 

THE PROBLEM STATED 

Our problem is the proper relationship of the State to Industry in 
Britain ", involving, in turn, consideration of the functions which can 
best be performed by the State. Before, however, attempting to come 
directly to grips with this, may we consider how far any common 
measure of agreement can be reached as to the broad conditions which 
Industry should satisfy. May I suggest for this purpose the following 
propositions : 

(1) Any industry, whatever its nature or form, and whether 
publicly or privately owned, should be so owned, organized and 
operated as to serve the widest interests of the community as a 
whole ; and should be judged (and should be content to be judged) 
impartially in the light of that standard. 

- (2) To this end, it should be conducted at the highest practicable 
level of efficiency which current conditions make possible. 

(3) It 'should offer conditions for those of all grades engaged in 
it comparing not unfavourably with those they might expect to 
enjoy under any other industrial system. 

‘ (4) It should offer to consumers an adequate freedom of choice 
of goods of good quality at reasonable prices (such prices being 
measured ‘in terms of the cost of production of a reasonably efficient 
pfoducer). 

(5) It should achieve this without subsidy or other equivalent 
assistance (except where overriding national interests call for this), 
and after paying a suitable return on capital, together with a reason- 
able reward for enterprise shown and risk borne. 

. (6) Talcing the industrial system as a whole, it should offer the 
fullest opportunity to ability ; together with a status, degree of 
personal security and freedom of choice of occupation necessary 
to die proper functioning of democracy. 

I venture to believe that some such propositions would be given 
road acceptance by good citizens of all kinds, classes and views. The 
ivergence will come when we seek to apply them in practice'.'’ Even 
mbng citizens of goodwill and high aim, political preconceptions 



THE FACTS AND THE ALTERNATIVES 

will tend to enter in to. cloud '"the 'issue'. 
objective and scientific approach 
will, in particular, be two extreme 





THE " NATIONALIZATION ” SCHOOL 






One school of thought tends, quite sfficefelyi to; 
tion ” (stated always- in rather vague 
ultimate approach which will satfcfy.'fhe- deisirMi 
almost every, direction. By this school, ^ : ^ti 9 )aklM^pn.^s^sMpiy‘ : 
taken for granted as the solution, and the only practical questions, are 
those of the speed and method by ' which'- this, '•to/.^hem^pbwou^y; 
desirable and satisfactory end may be achieved. \''^e^bj^is;tsicB^; 
rounded by a certain “ mystique founded, in Tun?; .:pni^ife& 
Marxist doctrines, or assumed doctrines, 1 with which the; grekt‘m|jorityl 
of those concerned are entirely unacquainted^ which mo^pf^iheth 
wouldn’t understand and would probably reject with .squndocommpn 
sense if they did. If this sounds severe, let it be undef^d<KiTha|;it- 
is not directed against the case for nhtionalizatibn7ij|c^ij^«^flfi|! 
industry on its merits, but against . the . un^ntific^and 8 ,'^^^ 
approach to very practical and vital, issues:- 1; V.f 
The curious thing is that these , same people, .'as ^ Mdiyiduals, 1 apF^r : 
to be just as healthily critical as. any other typica.1 .Britons: ;of|rl!e 
“stupid civil servant,” the “petty officialdom”! and :-th’e^hbgma.h*? 
cracy ” which is alleged to result from .tHe;Tempq^iy^;'de^ee’';bl 
nationalization enjoyed in , war time, and-' whlbh ; wquld:>m^yitably^^ 
come far more real and far more extensive under ariy ^olma.jionbwin^' 
of universal nationalization. Under war conditions we ;are;neees|&fjlyi 
controlled and regulated at almost every point, and whilst .wc cwTcpk 
its inevitability at such a time, we donT like ;it and':3pp^(fqjwaTd;&: 
its early disappearance. I believe, this ■‘'is-, 
almost irrespective of political view. .iJuring'^e,- 
ward not merely to freedom from' dinger &ndi Stem :.b!ac^p^but Jto 
freedom from what we vaguely called •>" 
difficult to believe, indeed, that the 
even the much reduced: degree pf- : continued 
Ministry of Labour officials which has continued after, pe^satibhTpL 
hostilities. It is difficult to 

working man would, "in fact,, welcome: in practice the degree of /control;; 



nationalization. This is'the ..sortvof Stoteactratyw^ 

'' ‘ ' 12 



’ THE /'PROBLEM \ 'STATED 
well for others but not for oiirselvesI- ' W^ 

riieaii City, with the rights to freedoms we' have bitterly earned in a 
War * against Totalitarianism. Vet . nationalization, as :a universal 
panacea would seem, to lead- logically' und inevitably, tb regimentation, 
By this T mean, in particular* the disappearance.- of eSecdye trade 
'unionism -and the necessity for the permanent direction of labour. I 
yenture to think that,' on consideration, those concerned may consider 
the price not worth while, and. will find themselves not unsympathetic 
to some less sweeping solution.- ■; .*.• - ...Mi' ' 

So much for the freedom aspect. - As regards efficiency, the need 
for this would, of course, be fully accepted by the nationalization 
school:; and reference would reasonably be made to the degree of 
inefficiency often found in private industry, bolstered hot seldom .fey 
-price Understandings and by suppression of patents mud* such-like. (all 
:of which' require attention and will’ fee subsequently discussed)." > But 
it appears to. be too /readily, assumed that, given" the. elimination -of 
private; profit, efficiency will automatically follow from “ the .disin- 
terested use of existing knowledge,” by pure, laboratory .research; , fey 
bringing in the university, don who has lectured on the subject, and 
by wide-spread round-table talks,. in central,- regional and local cbm' 7 
mittees; . , These .views are held in perfect good faith (and understand-; 
ably so:. 1 have held them myself) by people who have ;hever really 
been in a position to form first-hand views. The hard-bitten itradh 
tmion; official whose business it. is to discuss ywith employers ' how. an 
industry can; fee' enabled to pay a higher wage, tends to take .a very 
different view. He knows the practical, significance iof thariindefhif 
able quality “ management ability ’’ with the drive of personal achieve- 
ment behind jti I appreciate very highly the; quality -of disinterested^ 
. ness (found in so marked a degree in the CivfiSemce)‘but **■ .interested* 
mess'” is more -likely to produce' efficiency ' 'Pure. scientific: discoyCry 
W; an: important factor, making material, progress possible,- but’, the 
degree, of progress in an industry depends- upcarthe; efficiency i-Wi’th 
.Which, the discovery is applied .and developed hi practice:, and the 
scientist has rarely the make-up of the ; “ enterpriser.” Committees 
-rarely achieve anything but minutes: the real contribution is made by 
. experts, ■ The information, at the disposaTof. the university 

^on. Cat any . rate in the field of practical application) tends to - be out 
‘.of :date>. : He rnaymakc a great contribution but only by gaining the 
necessar> 7 experience: and ceasing to be. a “ don.” = ; ’ \- 

can be raised by pure research and assisted 
(particularly in its humamrelatiohs) by committees and by the adoption 
of ;certa in .general conceptions of organization and adnimistrationWTf 


■ T TOE . 

comes mainly,’ howcyer,ffifom' the! 'soiffiribnyo6^ 
practical problems, calling day by 

judgment intensely applied. , ;-<lRirst : ' .^youi; 1 mixstf^is6&yer^3tHeT^ 
dividual who has the; clarity 

ability together with - the capacity ; for continuous : ^ 
necessary to secure and to increase 

itself, one of the. most difficult things. ,afld can ;be v dpne^rargejy)'^y l^ 



achieve efficiency, there must bfe'dppdrtuni^tp.e^efimen|'^^l^f»|c 
try different solutions,- some 
sometimes very costly ones;’ ’ Behind 

inducement to undertake the persistent /and grinding ^ work'; involved 
and a willingness and. ability to 'face' the 1pgsbs;imultingi.ftom|faa^ 
In brief, efficiency comes from the almost , infinite . capacity ^iohiakinl 
pains, coupled with the inducement to exercisothis'icapaci^f^li^ 
be hard to secure 'thi.s-wthout‘ a .prosp^st 



this (unpalatable though it may .be)- will {inevitably '^esult^^fraife 
of efficiency and in sacrifice of thb widest ^intra:ests; 6f dhe^co^jmrtyi 
.Certain activities may fee appropriate. Subjects;.;for^;iiatiohalizatiOh 
under appropriate conditions. NationaUmtiph asyaJuniversai paniam 
might prove to be Dead c ~* 5 - T> *- A 

M.P., has said, “ those 



THE LAISSEZ EATRE ”/ SCHOOL:. 


Ik 1 '/. 


vfr*,; 
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‘ • v ■ ■ • . ■ ‘?r ■. 0 *. \ » ’• <r\ 

That . is one view. The other extreme /may’ be.:ia%lled^tBe;:pjh , ely 
laissez faire. school. I. shall be told ffiat this no longer exists jind it is 
true that only a very small. mmority.of;:ecchDmists;no^;hp]dUhes£: 
views. But there ate still., many business' ^meh-’^d’yppHj^SnjSjWfiQ 

. t. ~,T ' it-.-. '—2. xT-_ ^ it ' ' - .. J . L (V ^ ^.'1 Z Z izt.Z-JZZ ... " -i' ' Lfvrt J , 



play of economic forces. 

of Factory Acts . ’and similar laying; down of •. minimum ^standards; 
Their 1 predecessors fought^ffieu ffiCrce "rearguards ipn^lieserissiibslanl 



further, ehcroachmentoftha-Staterends^; however,; tb;be; : bppbsed.;iri; 



f THE .PROBLEM STATED 

in ; : facifi, •'■^tooiaiic.^bofcdme ' moral. .. Their;., blood quite 

dnumely Boils at the suggestion of any further, “ encroachments ” by 
he-Statc oii the field of “free enterprise;’ These views', in turn, are 
pirnded- on;, certain doctrines, or, assumed doctrines, of: the great 
eoiioinists of the i9di century with which, again, the majority are 
irdbahly quite , unacquainted, and many of which they would reject 
:,' they, were; faced with them. Here again, also, there is the same 
jirious cleavage between doctrine and practice. These same exponents 
of ithe . rightness of unrestricted competition as a solution of our 
problems , sometimes find no difficulty in ardent support of State 
interference which takes the form of tariffs, quotas and subsidies. 
They; apparently see nothing wrong in price understandings which 
deprive the consumer of the virtues of free competition, and indeed 
frequently. look; to the possibility of direct or indirect State support of 
iudhiunderstandings. through the'medium of Trade Associations or 
otherwise. In practice they might not hesitate to purchase a patent 
withiMew tp withdrawing its* advantages from the consumer. Here, 
againf.lct me. make it quite clear that I am not suggesting that these 
■diews /am. the . representative views of modem industry. My own 
experience is. that the .really outstanding industrialists are every bit 
as; progressive and open minded and conscious of their duty to the 
community., as any other class; and far more so than the trade or 
pdiiticaibodies which claim, to represent them; The laissez faire views 
arclho; ; d6ubt; tBe views of a minority. It is, however, a very vocal 
nmontyi rand. as political conflict must be reduced to simple issues, 
thecitizen- often appears -to be offered a choice only between the two 
alternatives off (1) a State which in time will fill the whole sky of our 
Ihess and reduce our individual citizenship to a protected serfdom ; 
•^•^?^>State''.which leaves, our lives to be dominated by- private 
’inpHoj^iy.jor merely _ registers and' supports The agreements of the- 
great ryested interests. - . ... /; , \ . ■. - 

> toe Middle vyAY , • ...... 

.'Ql^Pnture/f p believe that neither : alternative would. ; be consistent 
democracy . or our true economic interests. T believe 
great inajonty.. desire to' find some middle course .which will 
^mbine.stebility.- ecQnomic progress, ;and protection "from sexploita- 
^iQriUwith/the^grcatest practicable 'measure, of. personal choice - and 
personal freedom. I believe that, by taking thought; and, above all,’ 

prejudices Which- are ’so mfich 

•ffiOfe. bowerftil 'thnn . vratpH ,; mturnJe . n»a , /in ! n f A jlJ'L « '' 5 



Tfone accept, unreservedly ::the view -ffiat •we' must make the: 

'"mi; 
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$ twentieth;,; century 
’ j>oi£tiba J 

of 'cotn^sSL'* th^t'^aie 



cbntribiition in 
contribution. 




m 





our progress has -lagged fair beluhdf 

has been made oyer the pa^>httiidt©^ s ^^S;ffi 0 ^gartfciia^i^M^ 
period since. 1918. : - We. 

- other, legislation, to protect tte.cbtosam^ 

Code safeguarding -worlang ’ 'conditibiis.y part jcuMri^b^^pmen ' ;a® 

xxr x i _.« i i \n_'> V.A v_V_. 



. . _ T l normal-' \vorkingdiours^,_ v . „ iv . ,.. 

•posals novriiiadc for'-cc«sultatipn^ih;feinplbx^^b|^^^| 
Councils ■prSrbducdon.G6inmitteiM^^\ib^^ing%|bgl^^^‘3|^ 
' sharedn the prosperity ’of' thfe 'eht&tpf 

. with: forward looking industrialists i|6r:at!.any^ifi^^d^|^?^. 
■ haye. at long ; last secured 
ployment should arid .‘can-jbe' cdhque£eft;':i^^^ 

■ To. achieve our end, therefore, 'Aye need' hot cbntemplatedn;;t|is 
r great and suddeh.‘bMk‘ , 2w^^e:]^t^^®^^ral' 


.• uit, wamiumiy, out : -prunam^rpn;iue:.uejjcufciuv„«j^^"-j 

;-niunity and "onlyTor pnvate;pbdhtTm^ 

;,corninumty’s ;iaieres(s. >h * Cviy V - 
.y>' f ^guuii;thefe.;is 



•, ; V ; r v — , .; _ _ „ 'v . »,. ^ jc ^r~r ’ ', w b V-fc v '-, wjwj, ma jlw-w*-/ •**■"' • >Cv' .3 V £W 

; : the' niatn, as tli'e,',best means .so f^p'^xn^^if^t’vkrvYnpl&tiiii^f^^^^ 
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"’'THE ^PROBEElVl^TAtED"- 

''ff^n rnmiw^y i. ahdrin particular for raising its material, standard of 
if&;'-THby wbuld claim that examination of the. facts (and comparison 
if: 1 conditions'.^ in different’ countries in' the world) would bear out this 
Mev^'£They;wonld' admit' the deficiencies and evils which have grown 
jut Otthe 'old, system of laissez faire but would. claim that these have 
jebnj Successfully, and increasingly dealt with by successive measures 
jf refdnn, and that the really practical issues are the further measures 
jflefdrm now necessary and possible; • 

!jhh : heW' factor is the insistence, and the rightful insistence, that this 
inception of industry as being conducted primarily for the benefit of 
he’ commuuity must be much more definitely and with increasing 
apidity. realized in practice. We are no longer prepared to wait for, 
ibhievement in the long run. As Lord Keynes, I believe, has said, “ in 
thSlong^nui we shall all be dead! ” What is now asked is that this 
principlpbe established as part of the immediate post-war reconstruc- 
Eidnj'^We’imust accept not only fuller, equality of opportunity but a 
^aieirleveiibg up of material rewards. We must see industry not as 
amend but' as means to an end, namely, the good life for all citizens 
sylid deserve it. Though there must always be in any system those who 
give directions and those who receive them, we must be satisfied that 
authority ”is based upon capacity and is exercised always with full 
reghrddO the respect, due to human personality. 
i-J-So far riiCre would he a very considerable measure of agreement. It 
Ls.Tqcpghized that in a democracy the interests of the community are 
representedi-'by the State. It follows that it is the responsibility of the 
Sbrterio.'sCe^that the good life is secured for 'deserving citizens. The 
practicaLissue is how far the ends in question will be best secured by 
the State; taking the place of private enterprise and how far by the 
harnessing and over-sight of the activities of private enterprise. 
f%^n6)doubt, is- the case that in certain countries which are back- 
development the driving force of enterprise can only be 
prqyid^d. by -the State, and this being so, the disadvantages of such 
action must be accepted as the necessary price. It may well, be that 
directions in this coimtry in which a maximum of human . 
well-being, wilt be best secured by further development (possibly large *. 
deyelopmentji bf : State actibn in whatever may be found to be the most 
appropriate;and effective form. _ - - 

in any community which has 1 reached 
our own stage of development; it is vital to further progress that we ; 

Pleasure the qualities 7 of initiative, associated .with 
however, -this -is accepted, .it, must be equally 
accepted that the State mustfay ; down the minimum conditions .which 




V.' uiuai- -mv- k oyi.afiy ’enfcrpnse;iiii : . die; /xnfei'e^tS-bf-' consumOwand 

:; .6Mploy^Jarid>ol>tli6;$fe^5tselter,.r.<Dvier i 'a largP-part of ■ oitt ^bnoniic ' 
f : activity;; we must continue to face What .has -ift fact been our v central 
.^Wrobiethdn this spherefor.long. namely/how t() ; reconcne theretention , 

.*• of ail the' hdvahtages'of. initktiye, progress .and flewbilityrwhichlspring n 
'from, private enteiprise, with 'the.; overriding necessity ; that such ehter-v 
. prise .-shall only be permitted so far as it does in fact secure, the. . 

{ Wefi-being of the community as a whole, .;■<[?,. i 
\ . There; should not be -any question of the subordination of tbe weU- f 
being of the community to vested interests.' Vested interests, as such,. . 
must .not be allowed to stand in the way dor a.rnonient-.pf true humari v 
' weii-being. ; ; Vested interests ,;shoiild riot, however, be regarded {as V; 
synonymous, with “ successful enterprise,” • Moreover, We.mu^be { 
clear as to how human well-being can, in fact, best be served. If,as.I •; 
-believe; private enterprise has' still a major contribution to make to the : 
..•raising oi the standard oi hie oi the common mail, theri wehavetb ; 

, 'discover how best to control the; engine of private enterprise;sb .as : tdr ; 
serve the widest and truest heeds of the community as a whole,. 

Our problem then is to consider the sphere of tlie State in reiatiph-td, 
industry ; with particular reference to the organizntiorihf therelatidn- v 
ship between the. State.and industries still to operate, under conditions ;; 
of private enteiprise. To do this we must look first, at the machinery -S 
through which the State, normally operates,- 4 iamely,.;thatj.of>|h,e 'Qiyild, 




Chapter III 

THE CIVIL SERVICE 

In Britain, the Government, as the executive organ o£ the State, 
Operates 'through certain large Government Departments, at the head - 
of each of which is a Minister responsible to the Prime Minister and to 
Parliament. Each Department is staffed by Civil Servants normally 
recruited, at any rate as regards all the more responsible grades, by 
severe competitive examination, and promoted in grade only on 
evidence of marked ability. Normally their appointments are per- 
manent ; in the sense that, except for grave misconduct, they are likely 
to re ma in until pension age. It is these we usually have in mind when 
we speak of the permanent Civil Service. In fact, of course, they 
represent only a small proportion of the total servants of the State. 
This total, even before the war (including industrial workers and the 
Postal Service) amounted to over 400,000, and is very much higher 
now. When, however, we speak of the part played by the permanent 
Civil Service in Government administration, we have in mind only a 
relatively small proportion even of the permanent Civil Service, The 
class-with which we are mainly concerned is the Administrative class 
from whom most of the higher Civil Servants are drawn. This class 
(excluding the Diplomatic and Consular Service) numbers some 1,400, 
representing less than one-third of one per cent of State servants as a 
whole. 

In fact, however, we are really concerned only with the higher ranks 
of the Administrative class, and for our purpose -we may limit con- 
sideration to those of the rank of Assistant Secretary and upwards. 
Each Government Department has a Secretary as its permanent head, 
with one or more Undersecretaries or Deputy Secretaries, a small 
number (say, five or six) Principal Assistant Secretaries and, say, twice 
- as many Assistant Secretaries, the numbers varying, of course, accord- 
ing to the size and nature of the Department. Those of the rank of 
Assistant Secretary and above total some 500 ; and these 500 are the 
men whom we Should have -in mind when we seek to appraise the 
achievements and potentialities of the Civil Service. The majority of 
them are Honours University men, while the remainder can claim the 
-even, greater distinction of having reached the highest grade in spite' 
of the-fiandicap of having originally enteredat a lo W er grade than their 
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fellows. Examination suggests that they represent a fair cross-section 
of British middle-class life, with an appreciable minority of those 
starting in the elementary school. Readers who would like to pursue 
this aspect further should refer to a book by Mr. H. E. Dale, C.B.,, 
representing a very balanced and informed inside view.* 

Now the Minister in charge of a Department is alone responsible 
(with the Cabinet) to Parliament, not merely for broad policy but for 
every executive act of his Department. Constitutionally the Civil 
Servant does not exist. In fact, however, it is obvious that no Minister, 
however able and eminent, could personally undertake the manage- 
ment of his Department, This is the more clear when it is 
remembered that it is quite exceptional for a Minister to be 
associated for any long period with one Department The abler 
he is, the more likely is he (in normal times) to be moved 
and promoted. Day-to-day management of a Department largely 
' 4 rests, therefore, in practice in the hands of senior Civil Servants, 
and an particular in those of the Secretary. Except in the 
case of peculiarly able and strong-minded Ministers, this (within 
certain broad limits of political principle) is also largely true of policy 
itself. The general reader may perhaps get the clearest picture if he 
thinks of the Minister as the Chairman of the Company, meeting the 
shareholders from time to time at Westminster, but with the Secretary 
as the General Manager and his immediate Civil Service subordinates 
as the Departmental Heads. Ministers change, and Governments 
change, but the steady work of the Department must continue. The 
day-by-day executive affairs of the State are carried on by a skilled 
permanent Civil Service, watched over and co-ordinated by the 
Treasury, not only as the spending Department but as the senior 
Government Department. Now let us consider how this works in 
practice. 

We are faced at present with a strange paradox. Never was there a 
greater demand for extended Government -action. Nevertheless, 
probably never was there greater criticism of Civil Servants. Yet Civil 
Servants are the essential instruments of Government control. Can we 
clarify this position? 

First let us look at the nature of the criticism. At one extreme we 
have the suggestion that the British Civil Service is a product of British 
capitalism designed to serve the vital interests of capitalism, whatever 
superficial changes may be effected. Thus, for example, Mr. J. P. W. 
Mallalieu in a recent book,f in discussing the alleged failure to harness < 

* The Higher Civil Service of Great Britain, by H. E. Dak, C.B., published by ^ 
the Oxford university Press, 1941. Price 10s. 

f Passed to Ydu, P/eare— Britain’s Red Tape Machine at War. GoUancz, 1942, • “ 
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the country’s resources behind a carefully planned drive, attributes the 
alleged deficiencies of tire Civil Service to the fact that 

« the only machinery of Government available has been framed or 
adapted to do just the opposite — that is to. allow a small group to 
do as they please with the country’s resources in their own 
interests.” 

The idea of Civil Servants as the docile instruments of a reactionary 
class is, of course, completely contrary to the facts, No one having 
contact with our higher Civil Service can fail to be immensely 
impressed with its complete integrity. Only those who have had deal- 
ings with our Civil Service and that of certain other countries can fully 
realize the truth of this and its importance to the community. 

Moreover, this integrity is intellectual as well as moral. It must be 
recognized that in Government policy, national interests are sometimes^ 
subordinated to sectional interests (to labour interests sometimes, as 
well as to financial interests) ; but such decisions are made .by 
politicians and not by Civil Servants. Whatever the deficiencies of 
Civil Servants, they at least can be relied upon to be objective and 
disinterested in their advice, and clear in their statements, to Ministers 
with whom final decisions lie. Mr. Mallalieu says that “ it is not easy 
to write of complicated things in language so simple that anyone can 
understand it,” and adds rightly, that experienced sub-editors on 
popular newspapers have to try it every day of their working lives. JHe 
therefore recommends a course of popular sub-editing for Civil Ser- 
vants and Prime Ministers, including Mr. Churchill 1 Civil Servants will 
rio doubt be content to be classed with Mr. Churchill in this context! 
v On the more general charge of bias, we are all biassed in some 
degree) but my own experience is that higher Civil Servants make a 
greater and a more successful effort to overcome this than probably 
any other class. Officially, they have no politics. I agree with Mr. 
H. E. Dale that individually and privately their views tend to be Left 
Centre, which is probably about the best place in the circumstances. 

- In his brief, attractive and ingenuous foreword, Mr. Mallalieu says 
- that 'in the past nine years he has acquired a “fairly complete set of 
false values.” If I seem to agree too enthusiastically with this view, 
it is because I feel very strongly the unfairness of continuous criticism 
of Civil Servants who by their very terms of appointment are precluded 
from defending themselves. 

At the Other extreme we have certain business men who regard Civil 
Servants as continually anxious to extend the sphere of “ bureaucracy.” 
v Lord Perry, for example, was reported as stating in the House of Lords 
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... In fact, the ability of senior. Civil Servants is certainly in no way 
inferior to that of kigh-nmking business and industrial executives;- but 
'rather the contrary. In my early experience I had the opportunity of. 


..taking, parkin conferences where-both senior Civil Servants 'and trade 
^directors -were, present' and where at the: time ! did not know: -which; 
: wa s which : • ■ ;£ mot only, could make no generalization as to their 
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hope it will be) as a tribute. to the ability of the Civil Servants,, by the 
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trade directors!-': •/" '/ v'Y V 
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’4true; ,Vl;hee. ho reason /Whatever, however; to believe tliat^if the Civil 
'iSeivaht'had.beguh’indndustry, with the' same capacities, he would no| 
:!• have. been equally, successful there. - 1 would ’go- fiirther and say .that 
iV-ak4ny,,rate!an .appreciable minority-, of higheh Civil Servants' would 
•;'succeed .mindustiy;evch if entry. were delayed until middle life. - In the 
last: wap! had, the privilege -of working for a time under Sir Robert 
jfMprantk one of . the ablest Civil ; Servants ; this Country has ■ ever had. 
' .'His type would! of course; ' succeed hi any walk of life at any time. :'As 
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and ' to : provide >thi 
‘ .elastleityi flexibility, initiative^ and- the willingness to take risks, mak< 
mistakes and lose money, which are called for in successful industria 
enterprise, I believe , this to be largely true. The reasons , lor; this 
however, ;are : to be found not in comparative ability, nor in adapts 
bifity, and still lessin any class bias. • , " 

•• ■' t ORGANIZATION AND , PERSONNEL MANAGEMENT.' ,. 


... One. reason (in some measure, at any rate, capable of remedy) lies 
in organization' and in personnel management. Up to a certain point 
of size, 'dr- degree of complexity, any organization can be managed, by 
the personal decisions of its head. Beyond that point it must be 
departmentalized. Beyond a still further point any organization^ to 
work smoothly,, quickly, and effectively, must be functionalized ; that 
is to say, it must be divided into, certain logical divisions of defined 
: character calling 1 for specialist knowledge. To illustrate this in 
industry, it is practicable in a small factory (though perhaps even there 
not most desirable) to leave each foreman or shop head to hire his own 


labour, and to buy his own materials. Beyond a certain point of size, 
however,- effective results will only be secured if one division is created 
to handle all labour matters and another to make all purchases, the 
..original departmental head being left to concentrate on production, 

; or certain aspects of production. Secondly, and as a necessary complex 
ment to this,.. a large measure of .responsibility must be. delegated to 
each divisional head, subject, only to certain final co-ordination at the 
top, Division of labour is one of the main factors mjmateriaiprpgfbss. : 
Division of labour beyond a certain point is only .possible <(df, ^ohly. 
yields 'effective results) with specialization and delegation ;0f 
r responsibility. ■ ■ • : ; .• v :.' ": v; 


„ .Now> even in peacetime, certain Government Departments : have l 
tended to employ numbers, comparable with large business enterprise,;: 
r but ;tiplto the; outbreak of war.. the Civil Service (or. the Treastuy 
. Department, dealing . with organization l and ' personnel) 'were' either 
’ unaware of , the developments of scientific management, 1 and. of .oighifi; - 
izatioii in particular, -or were of the opinion that they did not apply, or 
,fcpuldVnb|.;]be applied, to Government Departments. I At. any rate,: ; sp 
iifailas.I; am aware, functional organization had not then beenadopted: 
l intahy; llogicai ? and; .comprehensive ' way, ■■ either amongst Government c; 
:Depaitinents;asaAriiole;pr : withiii-.the separateDepartoentipand-this; 
tin : p£ the -Haldane l ;^mmittee v tp|^e^ 

last .war,- .which, reported in-tl9lJ?.;J 


Durms itue. 
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Sixteenth .Report; of the Select Committee on .National Expenditure . 
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.far-sighted . recommendations which,, have* already. ,-heeh;;quoted 
might have been expected to . give fresh impetus to the .study' and. 
review of administrative organization. .Again: the .results;. were 
negligible. Even in the- rearmament period from 1 936 4o: 193 9, 
•when the threat of war was insistent, there was no overt sign that 
the Treasury or the Departments accepted the proposition that the 
- organization of administrative machinery , was: a subject requiring 
expert and specialized study or that, any. lessons -in; the., art ^ -~bp 
yjha nagement . could be learned; from industry and commerce either 
•in this. .country or abroad; To this generalization: there was 
apparently only one, belated, exception— the War Office, where a; 
Directorate-General of Progress and Statistics was created on The 
eve of war-. c "••• .•■''■/ ; •• 4 '•>'./*" 4'i-V 

“ As a result of twenty years' neglect, the outbreak of war found : 
the Trea sury insufficiently equipped to deal with the problems of 
administrative organization which were forcednpon it.” 



'that; a; Minister may notv in .theory; delegate his responsibility at, all! . 
A. great ;deal:that. could ’be done in practice, however.is not done!. /Jn 
part this is because the outstanding importance of personnel manage- 
ment has not been; recognized, in general, -iin. -iGOvernffient ' service/ 
Personnel matters are dealt with by an Establishment .Division, ih a 
Ministry,- and it has,-.too/often, .in the past;tehded tq.be 'r%arded.as iffie 
ugly duckling amongst divisions, and the abler men have; been. put. in 
.charge .of otlier^ apparently more attractive, divisions;'.: This situation 
v is:;now:. changing, and with appointment of abler men and a proper 
study Jiyi them oftheprinciples of /right selection^improvement wir 
Result,.; ,4y. l;\t -v.l-'VV '<>• v#- k - 
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strict impartiality and integrity required from senior , Civil iSemnis 
No man knows how long he will be. dealing with bis present job.116] 
who will be sitting at his table looking at his files next week.- The 
second is the theory .that 'Civil -Servants are' ‘‘admimsbatorsi ,: aiic 
that every job is. “administration” and that, given a. certain devehoi 
ability and a certain general training, any Civil Servant ofk - giver 
; grade can “ administer ” any job ! I am bound to say: tliey^dbdi 
amazingly well in practice ; and so long as the work is that of impartia 
administration of the law, the theory may well be sound. Even, how- 
ever, with the stabilizing presence, of myself as the responsible Trade 
Director dealing continuously over a period of years with one and the 
same division, I have found the sudden change of. superiors, and sub- 
ordinates sufficiently disconcerting. If the Civil Servant, were himself 
the expert dealing with a particular industry, these changes and this 
absence of specialization would be fatal to the efficient performance; -of 

the work, n/ Uj Cy.*? J HA 

There is one other important aspect. Before the Four Years’.'Wai 
the position of a senior Civil Servant was an attractive one'. ; He 
enjoyed an enviable social status ; he had long holidays ; he had short 
hours (even if it were not true that, like the. fountains in Trafalgar 
Square, he played from ten to four) ; he had interesting and hot top 
arduous work; and he finished with an attractive pension- together; 
probably, with some title. It was hot difficult in those circumstances 
to attract a high level of ability. That ability in the senior ranks is still 
there, but it can scarcely be relied upon to continue unless, in particu- 
lar, some very substantial increases are made in the remuneration of 
the higher posts. Things, indeed, have changed. Social status is a- far 
less important factor in society to-day.' Hours of Civil Servants have 
greatly lengthened, the pressure of work has . intensified, and responsi- 
bilities, as well as criticism, have increased. Above all, the senior 
Civil Servant has had to face the increase in cost of living following 
two wars, together, with die burden of taxation, with no substantial 
improvement in his remuneration, while, at the same time being :a ware.' 
that in business and industry remuneration has been often more than 
adjusted to meet this situation. It is a vital national' interest 'that this, 
should be remedied. Meantime we cannot rely on the same relative; 
quality in the future.as in the past.-.*. 

Quite apart, therefore, from the final issue with: which We still have- 
to deal, it is submitted that ffie Givfi Service;woffid notbedikely toVbe;- 
fitted to undertake the control of- a particular industry unless < yer> r 
different -ideas wereintroduced ..on organization,;- delegation, appoint-;,’; 
. ’ ment, and remuneration of senior: Civil. Servants:; . This, in turn, would J 
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-involve a major .change of. -view in- the Treasury Department, deajing 
with- such matters ; so major, .indeed, that; it .' would ' be -optimistic; 
(perhaps highly .optimistic) - to anticipate, its- possibility, y. indeed, in, 
Certain of these matters, at least, the Treasury might be right in refusing 

'to change. .- •• ■ ’J; -y ;; "/*. 

- ;But even if we were able, to see /our way- through these, difficulties^, 
organization and' personnel in. relation to .a single industry or depart- 
ment, we are left with a still more formidable problem.;'. This is, that 
the machine of Government as a whole. is enormously large.and grow- ' 
ing ail- the time. We can see that the branch manager, or the local 
director, of a large joint-stock bank has not, and cannot have, the 
same discretion as the head of a small private bank. Red tape, and 
the centralization of all important decisions in the hands of. those- who,; 
can. only know the facts and personalities at -second-hand, ' are the 
largely .inevitable consequences of an enlargement in size of the busi- 
ness unit. This is a reason why-it is undesirable to make thebusiness. 
unit any larger than technical conditions require^ We have always- 
to balance the gains from large-scale operation against .the loss of a 
widely diffused initiative. Good organization in tire individual business 
can mitigate this element of, loss but it can. hardly get rid of- it alto- 
gether. . Nationalization of a whole, industry presents a much more ’; 
difficult problem. Here, in addition, we have to organize the relation- 
ship .of many individual operating entities. Moreover, it is much more 
difficult for Government than for private business to solve these prob-’ 
jems . of organization for reasons ! have .stated and for further reasons;.- 
Tam about to. state. In particular. Government performs so many ' 
different functions and these have all to be co-ordinated with; the 
industry in question. .But this is not all. What I have'said relateV- 
• to a single industry. If we are considering nationalization as a- general ■; 
; policy,., we have, in; turn, to, devise efficient and smoothly .working ’ 
'-Organization to, secure, in addition, co-ordination of each nationalized 
Industry; with every /other nationalized .industry, .and the whole-. of 
Tthem with industry -and business still in private ownership. To devise 
-such an,, organization is a .formidable task. . To find -the; supermen- to. , 
/work it would. seem to be. even more formidable a. problem! yj ’/V 


^.GOVERNMENT -IS. ADMINISTRATION OF. THE LAW / ' ' 

: ; But .there .still remains affinal. and most important. aspect- of this.; 

If ,ever}ihing .possible; were- done - to' improve ' 

; ^ a P . inappropriate body to manage , or control the .general- ruii of 
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industries. me reason for this dobs hot 
A, Government Department is merely an extension of the pershnaliil 
of. the Minister. The Minister is. responsible t<* Parhamenbfer admHis: 
tering the law. The business of the Civil Servant is tp ladm^stefithie 
law: and a body appropriate to administer the law is not; and'canpot 
be, a body appropriate to manage industry. TTiat is the. fundamehi|l 
issue which is not sufficiently realized ; if, indeed, 'it is realize Wni 
outside the Civil Service. ? v">. ’ 

There is red tape in Government Departments. There%musi 
be. There is an absence of personal resjJdnsibility, Therephuil 
be. There is a slowness in making decisions. This is inevitable.;;, ifeh 
not the slowness of the Courts of Law, but |t partakes of the same 
nature. The Civil Servant is a part of the organ of government 
Government is administration of the Law as made by Parliament 
Administration of the Law is something entirely different from the 
running ol industry. Before fhe Law, ah mm are equal Bach, case 
must be subjected to the test of principle, hcW /er small the instance 
or however unimportant the circumstance. Each questionmust he 
reviewed in the light of precedent. Any decision may create a- pre; 
cedent with far-reaching consequences. A particular purchase bvefseaj 
may crea.te an international incident. A decision relating do’dr 
individual Worker may precipitate a disastrous strike in anotheriih- 
dustry. A particular concession to an individual, justified on '.#it£ 
merits, may cause a Government to fall. Action can be tested .in 'pie 
Courts. Each decision, however small, may have: 

Parliament, either in answer to question or even in deiiatg.' v'^ye^- 
•thing' is being done in the limelight, of Parliament andfPress.LEferj 
mistake is fair game to politician and journalist. ’■ Why 
or the milk, delivered late at No. 47? •- v - 

. Under such circumstances ffie , succ^Srful;indtilst^l':feixfee^yb;|n^& 
Civil Servant. (if - he .remain) is almost obliged to "display; preciseljpflw 
same characteristics, as the professiohaLCivil S^rvarip: : yLpiase, 

for the same reasons. • He-must endeavp1tt^o%lafef<?&^qi^^^ 
previous precedent and seek to avoid ;thfc' 

or openings for party,- 'or-other, criticism.: coufsb.yah'ce^cepfiona] 

Minister may alter this position for the rime'behigT buthe : wpuld;h|y2 
to; be exceptional hot only in, 'courage, . 

•exceptional also in -.die length of 'rime ;he JipM 
'if. is srfflfelaitfy^a&si^: 

new MMsteri.pefc-l3e^artihetft..^r^nuih;'^:‘fi0f'.^x^^fin^v^^ 
^Simdb referred to' them ,hs :vt ; embairaSs^;^ 44 f^s-;Whd; : cbiheaii| 



THE CIVIL SERVICE 
TREASURY INFLUENCE 

; But: this is not all. Not only must every decision oe capauie ul 
fc»eing immediately justified by the Minister to Parliament (even though 
years must elapse, before time can show whether it was a wise one or 
not): every decision of any importance must be justified, usually in 
advance, to the Treasury. The significance of this cannot be appre- 
ciated by those outside. The man in the street regards the Treasury, 

-in relation to. other Government Departments, as rather in the nature 
of the Auditor who once a year looks over the accounts, and in the 
meantime safeguards the petty cash. The more instructed realize that 
the Treasury’s proper function is much wider than this, and regard it 
as,, in effect, the Finance Director of the Department, over-seeing the 
general financial wisdom of the policy pursued. But its function is 
much wider than this: its influence is all-pervasive. 

■ -. / Any decision with a financial aspect must have Treasury approval, 
usually in advance. Its decision, in turn, must be guided by certain 
clearly defined principles, founded on precedent and capable, in turn, 
of being justified to Parliament, not merely in debate and in answer to 
Parliamentary question, but by continuous meticulous examination 
by the Select Committee on National Expenditure and the Public 
Accounts Committee of Parliament itself. Accordingly, it is not sur- 
irfsing, in turn, that die Treasury official should play for safety. The 
rice of a u liquorice allsort ” must be settled on the same principles 
s that of a battleship ! This is not a criticism of him as an individual : 
e has almost no alternative but strict orthodoxy and strict regard for , 
■recedent. Moreover, it is only fair to the Treasury to recognize that 
he. system of Treasury control has been evolved to deal with Depart- 
ments, that- spend, as distinct from those that earn. , The Treasury’s 
ormal, approach must be to consider (a) whether the proposed expen- 
liture is. within the authority of the law, and (6) whether it (and the 
jdl- amount suggested) is essential, 'It is most important to under- 
bid this. It is in sharp distinction to the approach of industry, which 
s, .whether . the investment (however large and however risky) is 
easonably likely to justify a return on the amount of .the expenditure 
aifficient to cover the risk of its proving to-be mistaken. . The Treasury 
ire not- : normally concerned with- the profit test. They cannot afford 
o be pilloried later for an expenditure which has proved to be unwise. 
[tV-is .only, fair to the Treasury- to recognize these things; I freely 
recognize that in their place I might well display the same character^ 
sties. Thut;doesn’t alter the fact that few industrial enterprises under - 
?eace .conditions could continue efficient, and still less could increase. 
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tneir -emciency to the extent our ;national . position demands, : undei\ 
•Treasury control of such a bharat^r"/-..'. 

Moreover, Treasury influence is not limited to direct fmahcial con- 
trol. As the premier Government 

• for the selection of those to fill -the' key 'positions hi Other ^epajrtnifents’i:: 
Naturally in its choice it will be influenced, a good .deal by^ tire extent ' 
to which the appointee is likely -to -prove; 

view. It is almost inevitable, therefore, that in the-main- promotion 
will go to the “safe” men.'-. -The outstanclingvexceptibnsi will %’fpve; 
the rule. This may well be the right policy; It may well be the policy^ 
I should follow myself in the. circumstances. '] !At any. rate I am hot 
concerned to criticize but merely- to statbthofact^;^':;!^;^ y £■» &-ML' 
The conclusions follow. ' To secureOffid^iy.lme-t^nfroirbfinHusfi^.' 
must be dynamic and flexible. Direct; GbVernment'pbhtfpl^as ywe', 
know it, tends inevitably to be static and cngid.'/; Decisions ^:iniist;bftem 
be quick ; frequently instant. ■, 

made after a certain routine of consultation dnd. approval, :withih .the;! 
Department and, often, among Departments; .v'Dwisidhs'muW.be-mad^; 
by those with direct knowledge. The organization .of ,a '.Governmeiht'i 
Department is such that those with direct knowledge: can only 
attempt to state their view, in 'writing. 

through the machine. Their personal presence dr ;Vcorisiiiliblbii;';is'] 

rare at the level where decisions ' are made;. 

exercisable, so as to secure ’’the- most- appropriate 'inateriafelfhe^WoM:.! 

offers at the best price at the right tirhe. ' Government must have 'regard 

to far-reaching political considerations, tpartyi and ;intdmatipiiai.y.Ri^T| 

must be taken, on a mere judgment;: wiffiput'^fis^ibllr^: c^f 

the. certainty of some proportion - of ' mistekes*ahdllos^ 

Departments are not fitted to : take"such';fi^»ofisid5Rpi^^s!de^ndsj; 
on departure from precedent. Government dlingk to precedent - jBehmd; 
every worth-while new development is a man :of original mind/bry 
unusual ability, or great driving force,- who: can ohly-bucceed^if heda^ 
given his head and grafited' - whatpv<«li^ifi|y'r©^fi;bslh^^t#cei^- 
tives of reward or of prestige;', Government cannot offer fliis . environ- ; 
ment. Civil Servants (^‘admanist^ic^&^ffiiadfiualwetS^ai^l^t 
integrity. , The operation of industry is 

.. . 1 have no wish to press the argument, too far.; . There are! certain.; 
pa rticular, economic. actiyitlek.which‘cah, : :n6 ripubt'-trath .advantage jbey 
‘pperated.'by. thef 

withiadvahtage be taken. Over ’by ’thejStd^^ ; 'Tfi|rc'arO; If 

have shdwn:themseIyes ,so ; unfitted fof their-i'esponsibilities thatState | 
ownersfubmust -be tried as'' an; altefnatiVe, ^ i I ;bave noridebIogica^j> 




the civil service' '-; 

objections to extensions of State actiyity.il fully accept the State’s right 
to lay down, its conditions. < I do submit, however, that, for the large 
majority, of economic enterprises. State ownership should only be 
tried when more promising alternatives have failed, arid that operation 
by Government Departments- should be avoided at all costs ; and this 
quite irrespective of the capacities and motives of the individual Civil 
Servants concerned. .This is quite apart from the danger that* our 
Civil Servants would, against their will,' become our masters, and that 
we should develop into another Totalitarianism 
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Chapter I V 

PUBLIC AUTHORITIES 


But it may be objected by my friends of die Left: mat m questioning 
the wisdom and practicability of the operation of industry by Govern- 
ment Departments I am behind the times. I am pushing at an open 
' door. A large mass of the population may still see the solution to oui 
economic problems in widespread or universal “nationalization ” but 
for the intelligentsia, in Mr. Bevan’s words, this no longer “ rings a 
bell.” They do realize the objections to direct operation by Govern- 
ment Departments and now propose to achieve their previous.ends bj 
different methods. They realize the objections to syndicalism in the 
form of control and operation of our industry by the workers engaged 
in it ; and to the government of an industry by an alliance of employers 
and employed. They do realize that to join representatives of: conflict; 
ing interests is not to produce an instrument for effective management 
but will more usually result in ineffective compromise at the expense 
of , the consumer. They feel, however, that there are acceptable inter- 
mediate solutions. One is operation by Public Authorities. The othei 
(not excluding the first) is the more general formula of “ Planning.”..;.;, 
This chapter is concerned with the former. The characteristic^! 
these Public Authorities is that, though they represent public as.distmct 
from private enterprise, they are separate from, though subordinate to 
the- State. ‘ ‘ ’’V 


LOCAL AUTHORITIES 



The earlier, and well-known, form of public authority is, of course, 
the “Local Authority.” At one time socialist thought looked to the 
development by them of their functions as a major part of a complete 
programme of ultimate general socialization. Moreover, great devel- 
opments have taken place which, on the whole, have served , die 
interests "of the community well. For many years noW certain indus- 
! trial enterprises have been conducted, and on the whole very; success:- 
>. -fully, by local authorities. Transport, of course, was the Outstanding 
.■.instance' of .this, first, with tramways and later with bus :se^ces;,;. , Th|n 
;'a large proportion of gas, water; and eiectrici^-;Sei^ices,;''^y6jb'wtt 
, "provided in this way? Local authorities, indeed, to-day supplyVa. large 
- -• ‘ ’ " 32 
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part of the country’s water, electricity, trams and trolley buses. , In. 
certain exceptional cases local authorities have provided docks and 
harbours, savings banks and even telephones. It will be noted, how- 
ever, that practically all these activities represent services which, almost 
in the nature of the case, must be on a monopoly basis. Competition, 
with the advantages it offers, is not practicable ; and there is the 
strongest case, therefore, for handing them over to public authority. 
Leaving them to local authorities has two advantages over State action. 
In the first place, the fact that they are run by locally elected bodies 
gives the opportunity for direct and informed democratic control -to 
consumers. Secondly, in so far as circumstances call for this, the 
State is available as an independent supervising authority. As such, 
the State is acting within its normal function. Again, the fact that 
there are large numbers of these local authorities provides a certain 
standard of comparison and a spirit of emulation amongst managers 
and technicians, providing one of the essential virtues associated with 
private enterprise. They make a most important contribution ; and, 
in the right directions, that contribution may be increased possibly 
quite considerably. Their operation of local monopolies, howeyer, 
clearly throws little light on our main problem, in particular of dealing 
with industries national fix scope and competitive with the rest of the 
world. 


PUBLIC CORPORATIONS 

Nor is it these bodies which are in mind when the solution of 
“ Public Authorities ” is put forward. What is in mind here is that 
it is possible to create a body which is representative of the public 
interests and is yet free from the criticisms which can rightly be levelled 
against “ bureaucratic ” control. The adoption of the device of the 
“ Public Corporation ” is now widely advocated not merely by the 
Left, but by a large body of middle-of-the-road opinion, conscious of 
the objections both to nationalization and to uncontrolled private 
enterprise, and exceedingly anxious to find some agreed middle course. 
At first sight the Public Corporation seems a typical illogical, success- 
ful British compromise. Will it, however, provide our solution ; or 
is it just another “mystique” based' on wishful thinking? Let’ us 
look at it. 

In the first place, in this case we are not confined to the realm of 
ideas. We have successful instances in actual operation, such as the 
Central Electricity Board, the London Passenger Transport Board, the 
Port of London Authority and the British Broadcasting Corporation. 
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They are characteristic British = solutions and-frm mv, nuwv : mu»i..w 
regarded as having -so far worked well."' -bU. 

However, they represent operations very differentfrom normal indus- 
try^ First, as in the case of the Local, Authority enterprises, they are 
all more or less natural monopolies. In this, and in other vital respects' 
they differ from ordinary industry. For instance, one of ^the:greatest 
problems the ordinary manufacturer has to face is what to- produce, 
in nature, quality, and variety. The Electricity Board know, they have 
to. produce a single standard product, electricity. ^.The .London 
Passenger Transport Board know they have to convey a certain number 
of two-legged creatures at a reasonable price from and to certain- places 
in the most efficient vehicles which competitive private enterprise is 
able to put at their disposal. I do not minimize their ..difficulties. ;T 
merely point out that this is a very different problem from; tire con- 
tinuous development of a wide variety of products capable of satisfying 
the consumer in nature, quality and price, probably in face of foreign 
competition. The B.B.C. is, of course, in a class by itself. It- can never 
hope simultaneously to satisfy all its consumers! . It is, however, 
preferred to any other alternative. ■ . • , , 

The point, however, -is that any : success achieved in their special 
spheres is no necessary evidence of the suitability of a similar approach 
to ordinary manufacturing industries working for an expori .rnarkeb 
or subject to foreign competition, or at a stage of development when 
initiative, risk and rapid technical development are called for. 'I, -.‘ft 
Quite apart, however, from the nature of the enterprises covered, -it 
is doubtful whether sufficient time has- yet elapsed to form any final 
conclusion. If we take the instance of the L.P.T.B. .(as closest' to, 
ordinary business enterprise) it is clear , that if a great -Organization 
like the London bus service has been built (as it has) by outstanding 
private initiative and enterprise, and if those whb La.yevbuuCmis 
structure are left in continued control, the enterprise is likely to ! con- 
tinue to be successful so long as this personal control rema ins. . Indeed, 
-mere momentum will secure this -end -for a certain time, afterwards.-' 
So far as quality' of management is concerned, the real test will only 
come when the existing top-line business;or industrial executiyeSdiaye. 
to be replaced. The question will : then be by what type .off men they 
Will be replaced ; and what vrill be the. standards of .ability, set by the. 
^appointing bodies. There clearly, is a strong possibihty.lhat in ^;cpmse-. 
of time they will . tend to be replaced by those whose.abil^ r HeA&,.'Safe 
administration' rather thamin enterprise. -.' -- 

■ . But in any ease otirfooatxai dilemma still jaaJiMnsd^ovwiiofl^il. the ‘ 
- management of- any. Public .Corporation to be ultimately responsible? , 
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g^g; ^riagwritm i.is Tesponsible to the' sharefabldefs, the shareholders 
n turn' can .only be . expected to perform any function if they have 
ionfe due interest in=shccess^ •pnfaUufce. ' If in the last analysis they are . 
effective ordinary shareholders, ''-then any Public Corporation is only 
io, infriame/and in' fachis simply a private, enterprise administered 
indeh. whatever . special controls are calle4 for by the chcumstances. 
[f.lon the other hand, the shareholders are limited to a low maximum 
dividend, with no. guarantee that even this will be met, then, 1 whatever 
may happen for a time, no further capital can reasonably be expected 
to- be provided by private investors on these terms ; and in the, absence 
of Government investment, the only probable result is a* gradual 
decreasing efficiency and ultimate insolvency. If,, however, faced with 
this: situation, the State guarantees the dividend, or itself holds the 
shares, then the Public -Corporation becomes a Government enterprise ; 
and .some degree of Parliamentary control becomes necessary, with 
always' the possibility, sooner or Jater, of at any rate many of the 
consequences applicable to administration by Government Department, 
j . This is not to say that a Public Corporation may not be the best way, 
to attempt :to deal with a particular industry which it is . decided to 
nationalize. - The interposition of a Board with a considerable measure 
of freedom and less direct Treasury control would present in some 
degn%{th.esefadvahtages':. .. ... . . \ ■/•. 


•ppportqmQr than the. Civil Service. Commission to 
. .j'seWt direct brs fitted by training and natural ability to provide the 
'.essential; quality bf enterprise ; .... ' ' ’ ;; . 

\ ; the -greater probability of being able to offer , adequate re- 
fimuneratipn to secure the right men,; .' 
k'T. 'X3)-jprdmbfiqn'1n,'the:li^it' of experience and functional skill, and 
.'the avoidance of those sudden disconcerting transfers usual in the 
ff.'^ivil ; Seryice';’.\ ■' 

theTossibiiity of a.greafer degree of delegation of real respond 
r^ihihty , than is possible, in a Government Department ; and 

(5), some; greater opportunity; to take risks*, make, mistakes and 
il ^ •.•^^he'hx c eprions than is possible under direct Parliamentary control. 

, . These are real advantages. But the Board is still an “ interposition.” 
Ultimate control would rest with Parliament operating through some 
Government Department ; and just to the extent that this is, in fact, 
cxcrci^d-in practice,- tlie more -fundamental difficulties - set out in the 
lattef ,part;;o,f .the previous chapter. would still remain;: • Undoubtedly 
the Public,; Authority is avbetter instniment for the management of a 
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■ nationalized industry than; operation directly ;by;a Gdyenimentipepart-; 
ment But only experience will' show the extent to. which this method 
can operate in practice so as to permit reaVenterprise,rui .indUs^rvWe : 
will return to this subject later. 



> * Chapter V % 

PLANNING' 

1 said there were two present-day alternatives to nationalization. The 
second is that of “Planning.” It, too, is put forward as almost a 
-universal panacea by quite a wide range of opinion from left to centre. 
It,* too, has a very decided “ mystique.” But what exactly is meant?. 
Is it ; just another attempt to avoid the pain of reasoned thought? 

. The word commends itself. It suggests knowledge, capacity and 
purpose. Planning is obviously desirable. We n one of us desire to 
'live in chaos.-'* Civilization itself suggests the planned, the ordered, life. 
But what are we going to pian ; to what degree arc- we to plan ; what 
is likely to be the effect on. the plannees (that is to say, upon yon and 
me) ;~and who are to be the planners? 

•' . • A great deal of our . life is planned already, even in peacetime. In 
war,; the field of free choice is limited indeed. Most of at any rate this 
peacetime planning was a good thing. There is little doubt that it 
-'can be extended With advantage. Even the most ardent individualist 
accepts ’.the. advantage of the rule of the road! Isn’t it a question of 
: sphere and of degree? All the great mass of social legislation, dealing 
• with such matters as minirrium conditions of employment, and mini- 
mum conditions of quality; represent planning by the community 
through' die instrument of the. State, even though this planning may 
; : >be, largely negative in character. -We want to extend and to refine 
b this.kind of planning. . Many things essential to our economic well- 
being are clearly beyond the power of any private enterprise. The 
.’ Stale .must clearly deal with such mattere as currencies, with tariffs, 
with large problems of unbalance of national indebtedness. The State 
'bmpw;accepts the responsibility for maintaining a certain volume of 
^employment; -’j'Somfe' of us have been urging this responsibility - for a 
;: r goqd' many -years. ;..I.had the privilege, in 1929, of writing “We. Can 
v''. ; Cohqiifer -Uhemployment,”: as a junior member of a distinguished group 
..v-.wMchlncludedLprd,Kejmes. Then it was a highly controversial view! 
^;Now|it is;acc:epted:that the/responsibility for foil, employment cannot 
^heJ^.^b;*nuhplahn0 ” private enterprise.'' • Again the community is 
g;^&JX^bnc^edb.iMth, theTocatibh 'of industry, both .in the sense : of 
bifi^&aphicahafea atid in its more detailed'aspMt of town-planning. ' 

^-^Theravcut.: rfcarlv Tta r nn - KKt«rtion-.t 0 planning,' therefore,'- in ,prin- 
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cxpie. iiut what 
to plan? . Take the location of industry as;aft :exainp!0 It il •draxi 
desirable' that the State 

; in the considered judgment of experts;^^ 
be desirable or undesirable. Often the elucidation of the.; facts ) wl 
achieve the desired result. ' -.Clearly the. State can; go. furtlief and ;dffe 
advice and inducements. There may clearly be circumsknces iu vVhic 
the State will be justified in forbidding 'fiSr^efdeyeldpmehtBWI^ 
All this still leaves the final responsibility.. 
the Rubicon is crossed when the "State ; drders : a;partieuiat?fenlerpri^ 
to locate itself at" a given place agamst theVbetter'jud^iehtSfffios 
concerned.. Just at -that pomt\the;StaWbecb&es^fe^^l 6 i^df|lte 
success or failure of that enterprise. 

■ represent a share in the operation ;of industryi^-^f 
In the same way the State -is - clearl#enti$e^ 
benefit of .the necessarily uninstructed. consumer, certaih;;minjmuh 
standards of quality , of goods, and certain rstahdariJsjiof^hhfu 
presentation of goods. It is ctonc^ai>ie.H^at. f ’'1he!te^^y':^|Sj 
advantage in. requiring a particular Jndustfy' |(whi^%Ki^bjyj.^pui£ 
usuaHy-meajinH-indiwdtal^tKih^^^^t-maw^jlq'^^eJe^l; 
able a certain minimum proportion P&.br^d-{and^ti^r\pMdu^b) 
' good value for the poorer consumerf 
great, but the point can be accepted in principle.; .But the moment tiie 
■State determines what ; specfficgbdds-^P;tp.%Tna^ : :i^^%4W^'^5 
essential element of private- 
be suitably limited and restricted, 
of - free decision on which initiative,-: 

- Once the State begins to make those essential -'' : de(^i 6 ni 5 j.c 6 nidifiOnal 
. upon prior approval *by - avStateVpfficfet--^e;Hb^ve^J^^ati^^ 
nationalized that industry ; and- we:xnust then, in dienecessa^yqegrfe, 
. face all the difficulties of mationalrzatibnr : Indeed ; . ,t his;; : “. semi- 
nationalization ” might \yell .involve ; 
zatiqn with none of Its 'advantages. 

We must - fairly a sk 'our selves what we mean byyplahhiiig hi relation 
; to industry. If we 

, directly affecting tlxe success of ^enfexprise, :ffieh^let-Us: ; recpghize4fet 
. ,‘by, 'planning 
. name. 

conditions' havd he&jaid'dp^)hn'Mthnate;f^^.d&isi§n‘ Sees br^c^s 
.rnbt temainwith Jbe-ehterprisefas'-f undamehtalf 

.How;far.:are: weras 
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Some degree^of planning Ave are prepared to accept? at all times; and. / 
a : great deal.more in-.timfes •o£;iiatk^ei^^ ateJWe' 

prepared as consumers to have our choice made for' us by the State’s 
experts? , : Clearly, we wiUcwelcome this . in difectiohs-like minimum t. 
standards of quality ih .milfci.ahd in other similar directions where in - 
any’ case -we cannot 'as : individuals exercise; an .instructed judgment; 
But are we prepared to have our clothes, our houses; oiir. food,, our 
entertainments, all planned for us by benevolent experts?: Are. we; to 
be- confined not temporarily but permanently to shme kind of points 
rationing? : : Isn’t it common knowledge that the exercise of reasonably 
free consumer choice is hot only desirable in relation to current-supply 
but tends; to lead, by competition in initiative and enterprise, to the . 
rapid development of more, desirable consumer satisfactions -that might, 
hot Occur to, or-not commend themselves to, the experts : ' particularly - 
as the general body of-an. industry might often be very willing to side 
with the experts in avoiding the trouble and risk- of change and 
devnlxpi^hf? •• .. y - ' , > 1 . . : 

The point is even more important to us as producers,. -.The owners- : 
of the less progressive enterprises might welcome a. stabilization of 
product and profit. But what of us as- employees? . Are we prepared / 
as a reghlar thing, (and -not as. a necessary temporary continuation : of 
emergency) -to be “ directed ”• as to the place \yher% we shall work/ as 
to the industry and job jn, which we and our; chihiren arh-’to be ! em- . 
ployed, and as, to die terms upon which we are to b e employed? This •: 
is the ultimate logic otplanning/ if, by this we, mean power of the State 
to direct our industrial lives;,- Is it any use directing an enterprise to , 
some place unless in tlie last resort there is power to direct, labour 
there also?. Even- in, wartime it is wise to. look upon- direction as a : 
last resort. . It is best to succeed by persuasion. ■ I^speak with-experi*-- 
ehpe. -Isn’t that’ likely to be "far more true in peacetime? Sturdy 
British- independence of all; classes has, been a vital:. factor in winning 
the; war; What is lively to be Its reaction ;tb;sucij, direction? * How 
.Would such conditipns. differ from Totalitarianism?;; Anri if, in fact, ’ 
ail ive intend is. persuasion. of . employees, why-b, 0 t; persuasion and.,' 
guidance of-industriaHsts jalso,; except,, of bourse,;; in; a hy ‘particular 


-Ccononiic life, : :whq are -to/be^ the planners? ' Tt has .forTona been ’ 
ipropps^,that)the.Stafe shnhld;hhvx ori .*«• • 


essential information bea ring 
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oil the economic well-being of the nation. It would advise the Govern'' : 
ment of the day, and particular Government Departments, on broac 
• questions of economic policy. . It might, where necessary, formiilats 
specific proposals for Government action within the appropriate sphen 
of government ; and it might take a broadening view of that sphere.; I 
would make a suitable selection of its information available, for ’the 
guidance of the public, and of industry in particular. , In this, why. the 
different sections of industry could plan more wisely in the light ol 
facts. The facts, and intelligent forecasts based upon- those facts, 
would be. used to guide industry along wise lines, with less waste and 
more stability than in the past. :Y.\ * 

_ All tliis would be a new and important development in the sphere 
of the State. It shocks certain individualists, 'but I certainly wptild 
fully accept it. Moreover, I have the privilege of knowing .quite a 
number of the very able men who would be, likely to constitute the 
core of that General Staff, and I would look forward to a very success- 
ful performance of such functions. I would regard that as desirable 
Planning by the State. , , 

But those who advocate planning as “ ringing the bell” in place of 
nationalization must mean very much more than that. . When they 
declaim on the inefficiency of private enterprise, and urge that its 
efforts are vitiated by the sordid motive of private profit, and then 
. propound “ planning ” as the cure, they at any rate must perforce 
, contemplate that the “ planning body ” will, in, fact, be a directing 
body. It will, replace inefficiency (in the choice of textile patterns.; for 
Indians, in the selection and operation of tinplate rolling plant, in the 
design of furniture, in the operation of bus services, in the selection qf 
films, in the preparation of sausages) by efficiency. H6w?%;Qnly$£ 
direction arising out of control. It will still be direction even if the 
instructions are called “ directives ”! Indeed, carried to its logical 
conclusion, this new Planning body is to be “a committee .td. take this 
sorry scheme of industry, entire, and to remould it nearer to the heart’s, 

desire”!' • -r, ' ' ' 

The question I ask. myself , is a very practical, one. Assuming that 
something like this is our object,, can we find the men- to do it? -I am- 
, pretty , stxre that the distinguished economists , likely to form - the , 

' Economic General Staff would be the first to disclaim- possession efthq; 

■ -necessary knowledge and capacity. They would be: die first . to, recognizev 
that the job called for wide and intimate knowledge of the' actual.- 
operation- of industry. I have had the privilege of knowing: a fety dri 
the . ablest executives in British industry. I find them mostly qtntpt 
modest people, rather; cons * is ;of their limitations, , finding, the wide-;- 
' ' ' ’ ' ‘ 40 
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problems of their own brisine^.quitea sufficient ■ handful, ; :and hesi- 
tant about laying- down plans even' for their own particular industry. 
I think they would disclaim ability to do the vast job.- I have known 
a number of trade union 1 leaders, and I think, too, that they would 
ask to be excused. I have a great respect for certain able Cabinet 
Ministers whom I have known,- in different parties, and I cannot 
believe that they would show any desire to stake their reputations 
on such a task. I feel rather fearful, therefore, that, we might be. left 
with the pure theorists, the long-haired young men and the short-haired 
young- women. . They could do stich a lot of damage before they began 
to learn something of the elements of the job. As Lord Woolton has 
said, a great many people who talk about the efficiency of British 
industry are able, to approach the subject with a mind unbiassed by 
experience!- ■' ■' ‘ r ’ • 

The difficulty is that so few people who are, not actually in Control 
ofindustry really know, or can know, the actual nature of the problems,, 
their range and intricacy ; and the qualities required to deal w'ith them'. 
This is well illustrated, by the critic’s constant assumption that the 
major questions in industry are dealt W'ith by “ managers ” (they - in 
turn being frequently treated as- synonymous with ** technicians ”) and 
that if only they could be organized into a strong trade uniori and 
induced. to combine with. “the workers” the community could afford' 
to. dispense with “ the capitalists.” This is so partial and ingenuous 
an analysis. I have the highest regard for the contributionmade-by 
the managers. I am glad that their contribution is being recognized 
increasingly by the Labour Movement. I would very much wish that 
managers would all regard their subordinates as their colleagues; T 
agree that the capital owner, as such, usually makes little contribution 
to the .effective operation of industry. ' , T 

But managers, in the sense understood by the critics,' are the second 
..line on the organization chart. The managers carry out policy. /The 
, vital function in industry is the formulation of : policy. It is a difficult 
tiling to manage a workshop employing a thousand men. . There, are; 
however, a score of men who can manage such a shop successfully to 
the. one man who can conceive, the product while the site of the work- 
shop, is still a green field. The vital contribution is that’ indefinable 
'enterprise.-- The key man. in any business is riot the mail 
.who. can manage. a. particular going concern, but the man who can 
conceive. qf the concern before it is . going. • The quality, is something 
;akiri to; geruris rather than'intellect; It is a fortunate business , which 
li^^^^f-^^.decadKv^is' ^ temperairient may ; ;be: artistic; irather 
• { ban business-like. He is the man who', decides ' thrit something shall 


-> „ • .< ..ANU :.l'«Ji^At ; TKKNA3ayES^ 

bis done, and -smilirigfy • cmthme^^^ 
all the managers and,' 
reasons why it can’t 

incorporate it in our existing practice and lake; it for : ^^tedf 1 ’ 1 ' vi 



of “ technicians ” 
the, world; on which 
' It won’t do. If wC are going tomationahzhmdu^ 
them carefully one, by one arid satisfy ourselves in each case thatwe 
see our way with- reasonable’ safeiy- to 

high a -level of progressive elSciency : ahd--tw^^^pfp^^sa^|ia^b^ 
reached in the past ; and in paiticuIar -that Ave'caripfovide conditionS;' 
in which the exceptional- man; flie'uno^^dx'/in^-iral^d^djl^nl 
essential bed-fellow, can operate effectively /t^^^ni^isdet?usj; 
■ realize that any “planning” outside the present ’proper, (tvidemrig). 
sphere of the State must in practice, be, confined ,fp ? painMgJthe^bfoad| 
background* laying down the, gov©tiiing\.con^Uj^^^%^&^i^| 
and probable : future facts, setting^thd objectiveSj CO-oidinatingldih 
inter-relation of industries^ and ; seeing that the 
interests of the consumer and the community.; 



Chapter VI. ' 

• SELF GOVERNMENT OF INDUS! Ki 

Thereus ofle other major alternative form of organization ox mausiry, 

^ attractive at first sight: and so widely supported that we cannot 
neglect' its. separate consideration. - 

Briefly, the general text is “ Leave it to those who know. Let the 
experts in each industry get together to deal with the problems of that 
industry:,. You want an industry to be fun efficiently but without the , 
waste,, the friction, the loss, the bankruptcy^, the labour problems 
involved in real competitive private enterprise? Very well, ‘Leave it 
tO George 3 !'. Don’t worry about all the intricate problems of 
economics, finance and politics associated with nationalization or its 
alternatives: Get on with your football matches or your garden- 
ing. ^Leave it to" those who know. We will deliver the goods. We. 
have the interests ' of the community at heart. 'All we want is 
security and adequate remuneration; and these are entirely reasonable 

aims.” 1 '■ '' ■; ' V r '\ ; -V ' ' ’ 

: -Schemes falling 'under this broad heading vary from the most dis- 
interested, undoubtedly put. forward by men of the highest ideals- and. 
integrity, with the genuine intention of serving the community; to the. 
most f“ interested,” put, forward obviously simply as a suitable cover, 
for-protecting inefficiency at the expense of the consumer. AndThere 
are all kinds of intermediate degrees. '• “<• " ■ • 

As ,1. say, the approach, itself is at any rate superficially attractive. 
Further, up to a certain point it is undoubtedly well-founded; The 
operation <jf • the ' individual' units’ in ah' industry should be ; left to the 
experts. ;:There : are many activities in an industry . which can , with' 
advantage- to die industry and the community be done upon a co-. 

■ opefative basis. - These include such matters as general research, 
".■jntercliahge •• o| i iihormation, a-;proper degree; of Standardization, a 
voluntary minimum standards of quality or performance, 
.co-operation in export markets, and' so on; Valuable' work is being 
ihahy ofthe'2;-500 or so Trade- Association’s in British industry 
under such headings as . these.- vThere is- great value,- fop, ■ in. a. repre- 
Association which Can be consulted by Government ' 
. and can'exprcss the Views of the industry to Government; There ; may,:. 

3^|, : :|pmetihies;be^ '-hcase' Tor ; an iadustry^dealirigjrih .ways'-thifafe' 
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not anti-social and under proper safeguards/ with some of the' effectP 
of competition which are harmful not only in the first instance tt 
producers, but in the longer run to the, community; f Coinpefitipn is| 
good thing but this doesn't mean it can never have bad effects. . Fin 
is a good tiling ; but it can get out of hand. /• - '”£?{ 

Again, there is everything to be said for machinery for^oint) con 
sultation on matters of wages and conditions of employment It i: 
far better for enlightened industry to join, with well-organized Tradt 
Unions in National Joint Industrial Councils to negotiate such matter! 
than to leave them either to individual disputes or to State arbitration 
The joint facing of the economic issues of the industry' tends to Icac 
to greater mutual understanding and respect, and to the discovery 0 
solutions capable of benefiting the worker without- unfairness to qthei 
workers outside the industry and without detriment to consumers as 
a whole. -vv 

So fat so good. But there is a point at which- such association 
becomes a bad thing. It is widely alleged, and it, may be true, that; a 
considerable part of British industry is honeycombed with price ring! 
and understandings and with practical monopolies which are not onlj 
unfair to the consumer of the particular goods or services but go it 
the very roots of British national efficiency. : It is not simply : ithal 
certain prices may be too high, but that, behind these shelters,, ineffi- 
ciency may be at a premium. : -• . 1 \ - y;* 

There may he (I believe there is) a great contribution to be made 
by genuine competitive private enterprise (operating witliin propri 
minimum conditions laid down by the State).;-. There - can --he , pit 
case for monopolistic private enterprise working in cahiera, .wiihoul 
the stimulus of competition or the purifying influence of publicity , or the 
skilled oversight of the State. There can be no possible case;for 'tke 
State granting legal rights to an industry to buttress-monopoly/ dljm; 
inate competition, and act as judge in its- own cause. . :? { 

As Lord Acton said, in a much-quoted phrase, “ Ail power corrupt^ 
Absolute power corrupts absolutely.” This is-as true :ih econqinick as 
in politics.. - ■ <-'[ v ' ' 

This is not to say that the leaders in an. industry, are likely to desire 
. the protection Of .inefficiency for themselves'; 'though;- ^eyen’ they; may 
be understandably . influenced, by:, consideration ■ .'for .<ibefc\Wc$et 
brethren. It is not to suggest that the others; are any bit - worse .than 
the rest of us. Just as any of us who. become CivilvScrvants are, likely 
to. adjust Ourselves to that background, so-any\Of : !^;--gi^'--W^|bt 
. to decide whether., things are to be .made 'easier or more, difficult- for 
. ourselves, will tend to prefer ’the former alternative! .It is. just human 
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nature. must all be safeguarded against our human failings, , in. 
the interests of the community as a whole. 

■ An Association becomes a bad thing when, in however plausible a 
form and in whatever measure and with whatever motives, it becomes 
in fact a conspiracy to secure undue benefits for those concerned at 
the expense of the community. This applies just as much to a Trade 
- Union as to an employers’ Trade Association. Indeed, the risk to the 
community is the most dangerous when labour and capital drift 
(because, so far as the majority are concerned, it usually is “ drift ”) 

, into joint association ' for ends contrary to the interests of the 
community. 

- 1 am prepared to believe, as I have said, that all such steps are taken 
in the first instance, so far as the great majority are concerned, in the 
honest belief that they are truly serving the interests of the community. 
The practical question is at what point in association they may in fact 
become anti-social ; and who shall determine this. To permit them to 
determine such an issue for themselves can never be justified. This 
means that they should not be given legal powers except under 
stringent control, with all the necessary publicity. They must never be 
above the State or outside its control in theory or in fact. Moreover, 
it is not sufficient simply to withhold legal powers. Certain associa- 
tions may be so powerful in themselves or in their financial and political 
associations (whether to the Left or to the Right) as in fact to leave 
them in a position to dominate their minorities and to exploit their 
fellows. Steps must be taken to prevent this. ■, This is a point I will 
develop further in a later part of this book. 

At this stage of our consideration I would only submit that we 
cannot contemplate industrial feudalism within the nation however 
willing those within the particular feudal system may be. That way 
lies the corporate State. In a democracy every citizen must be equal 
before the Law : and must be subject to the Law. None should be 
permitted to contract out. 

; This Subject, of course, is large and complex enough for a book in 
itself. As I have said, there is a wide variety in the proposals sub- 
mitted by different industries, varying fropa completely voluntary 
associations for completely social objects to the demand for com- 
pulspry association with delegated legal powers. To attempt to 
examine all these would be beyond my sphere or capacity. 

■ ' TOE 120 INDUSTRIALISTS 

-’•The whole problem, however, was brought into sharp focus by the 
■publication at the end of. 1942 (when this book was already partly 
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written) of a statement/ 

bearing as its signatories, a' fist' bf;.names ; of Outstanding 'distiiictibntii 
industry and including men whose motives and whoseudealisirr^nc 
whose sense of obligation to the 
-document (which I will refer-to as 

relations between firms within the indust^ih^ecmdfflCTehtjm'dfiltdS 
and between industry as a whole arid Government /sh’buld'-be^luhyant 
more comprehensively organized in some -foi^'^f'-'praiiiahe^KOtija 
tion. Everything, however, of ', course, ■ 1- .d^^ds£hj^qH?!:)®eri^^si 
functions and the precise authorities of the 
contemplated. Everything depends upon-/th§ ? mpi^^e^ro;^^| 
in mind and the authority behind' them.- y ■ 

The Industry Report suggests that industi^ ; shp}dd;.^ic!ia^^»$ 
sections and that each section, through its secti6^tassodiati6h||hbu1c 
be able to organize itself with the following main pu^dsesm'Mewrf'i 
“ {a) To promote the production of. a 
lowest possible price consistent with tire adequate remuneration o. 
labour and capital. //AH 

(b) To establish a greater measure, pfibbllahofati^ 

the trade and with other sections of Industry; in ;'..die-Vfiiterest^d] 
efficiency and therefore of- service' to ffiedc^SUi^&^n'f^Bfe^ 

(c) To encourage such forms of industrial f 

conducive to the public interest ; conversely- to discbiirage waslefu 
and destructive competition. ,/ iff 

(d) To establish contact with any bddies 'represenSHveiO|rt|{ 
consuming public or sections of it andto^.tt^fe.a<^&t-b|an^;Te|^ 
sentations which may be made in. regard 

manufactured products or their methods 

(e) To adopt standards of wages and ' 'conditions; dftsarwCd whicf 
pay full regard, so far as lies within \thbif 

as indicated in Section I.” -H ‘vi: 

In general, these aims* are tmejcdej^6nabl^5^d^i ; * l ^^^||'^i 
they are carried -otit in practice, It-ihi^t/be^^est^ffiatpie^fc|^ 
of many would be concentrated ripon the second part bf paragfeyrf^ 
namely, upon- the .discouiagement v -df--'wa^ej^Rand-3d&^^^0m5 
petition. Nobody : 
who is to'; decide - Wli^tiieir 

destructive? Those suffering 'from the effects pf 'compefitionpan ^lily 
and in go,od faith . regard it as wasteful' arid- 

*,by its‘.y^.^tnfe'/j(and'^d^^s?|^t^iE.i^.^iii^^)_0jo^^^§ 
1 elimination bf inefficiency v ; / A/ -successful '.^r^Pai'/dpraatioii 

: , V . /: r ■ . X- - /L 
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v|^jmniR4t:may .even'^ mat aoes.nui 

niean, however, that it is iiot justiiaed or that the patient would, not 
hfy^ : 'b^^'’^;lnuch:^^cirs6'^\^tto; it.- : Who is to, determine when 
cpfflpefitiQn'.is'a. good thing iand when it; is a bad .thing.;- and when it 
is thought to be a bad thing, how it is to be dealt with and under what 

supervision?.. ^ >'• '■ •' 

• • The Repprt goes on in carefully chosen terms to discuss the question 
of - the .tekerclse; -of ;.compulspry- -powers, upon a. minority. It states 
specifically that it would, lie impossible, if a considerable number of 
films ’did not join.the .sectional .‘associations or were not willing to 
accept. .'the - Views of the majority,, to be sure of avoiding the waste 
involved in., uneconomic competition and to- be sure of securing a 
general application of the code recommended. It relates this last point 
hi jparticiilar to ... labour-' and the Social Services, but it is not in this 
direction that .the .real difficulty would arise.; That aspect could be 
taken carp of by Trade Union and State action. ... ; . 

: ^;itie;Report clearly recognizes .the crucial importance of this, issue 
and .proposes that die whole question should be remitted foreclose 
study! ; r It recognizes also that if compulsory powers were found 
necessarythey .wouldpeed to.be subject to proper safeguards., In the 
first place tiie. granting 'of such powers and their continuance would 
be' a - matter for Parliament. They did not. contemplate any final 
devolution" hppn ;tbe representative bodies of- industry!. of legislative 
ppwers'.which probably belong-only to Parliament Inasmuch as .rule- 
nSakmg authority may be; delegated^ it would he right that . such rules 
wqtdd;not'bpcqme-bpeiative'wMthout Parliamentary approval.' It is i 
cardinii ipoint in their proposals that- ample! provision should be, made 
for the pfotection-ofithe public as consumer. - They; also consider, that 
ra;sueh;.circiuustances itwould be necessary. to provide machinery of 
ajif^iv-^^aK^ls.-n^^it'be to an. industrial tribunaiset up for the 
pu^ose and . appointed by the . Government. ,. \ •• ' 

^tiustcl^ signatories are' fully , alive to the 

qhjeciipns which bah. be' “madeagainstthe greater, claims'for, delegation 
industry,” and do recognize that ina.demociacy 
f^bebntroi must rest m the hands of, Parliament and, its -appointed 
; Nevertheless, with '"the .'best, intentions in the world and 
With'the -best paper safeguards. such a , suggested Council .of Industry, 

‘act : in.hoii junction with the .Trades .Union 
Cbiigresi-miglit easily constitute !abody strong, enough in practice in 
19 challenge the authority, of Parliament itself.- Indeed! 
decisiomirf th'e.Tribunai (thbugh appointedhy 
!Gpyernm<*t)%OTlc3he final-would ; take'this finarauthbfky out of. the 
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hands of ’the responsible Minister and therefor^ pupor the; control of " 
Parliament itself. 

nf Pmrlnr-ttrin nn ermiliit-' iceiiia - pom AtJnio 



individuals should < finally ,,, rest with avMinister ; resjmsible 1 40 
Parliament. . 

I would not like. to seem in any way unsympathetic;to /Me 'objects 
in view and in particular to the development of an vefficient; private 

enfernrisR with a full sp.nsfvnf itc rlufv tn ^mrsImrAPC ; -'+A'/'r%Ticiim»ri‘QnH 



critical of the motives behind this report. . I do feel, Ji6weVer»: thatdt 
leaves unsolved .the- central, problem' we,'. aref.jdispu^i^;'^nd\P^ii 
attempt later to suggest another line of approach which ivbuld.s^m 
worthy: of consideration m. the light 

method of achieving the ends in view,- so "fat: as justifiably 
without violating this principle erf democratic con^ 

- Meantime, in, looking at the proposals of tlie different trade asspm; 
tion's,. there are certain simple, tests^iucii 

primary aim the development of the industry, jor, its protectloh?.\®Pes 
the industry askrfhat its owa association; should .1 be' grant^pbivefiat; 
its own discretion to- impose 

mig ht f/\ not- tTrliAfliAr .‘tlwarA QfiVr nr 'tlQ f’Pilfifi' 

to ask 


\pj 10 xix prooucuun quotas 
except after full ' consideration by Parlianfent ; :(ot 
Minister advised by an impartial organ of .Government; Constituted 
, for the purpose and reporting after full in vestigadoh;;mid :with|a|e 
t .publicity) and under continued public psi^enusi^ 

No industry; can rightly, claim to have, at one and. the- same. dine, 
the privileges pf'mhnppbly.,and v ^d%prp|^.::a^6ui2^i6‘ljd j ;'^^^^. 
and the bearing^ of risk;;; Nb; industry -cap /rightly; as^^,Myd:fipc<k® 
from Slate control and at the same.time the right to restrict the; fr^doih 
, , of thpse’:withm/the:-'indiistty.' 
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vf 

JsWAR-’ixPEBIENCfi ’ 

i^Hb&E that- tile Argument ''running through the earlier chapters .is ; 
beginning to show itself. lt is,.briefly, that while all industrial activity • 
of wliateVer, kind must be judged by the standard of service to the best 
hoiiiaitfmty, we should adopt the "particular method , of 
Statp -ownership and operation only in those 'cases (probably, limifed 
mm^l^^here'fte.partimilar Circumstances seejn to point to this. 
^\^efbKtVsoliitibnr ; ' ; Fbr‘'the rdst,- we should look “to* the. State- first - 



secondly, 5 . where the .State 'must iritervehe hi. the actual bp.erat.iph of 
industry we-’shbuld seek to do this in- .a way whibh leavOs the greatest- 
piacUeablefiegreeof'initiative'ah'd responsibility’ to ‘those, in* mepartic*; 
hlarjirndustiy-^oncefnedr-'-K- the -second objective' 'tp.-be secured, 
bleakly our .. organization! and' methods must ■ permit; of. flexibility.' , of 

V V‘ ? \ : ... "“Vx'V* 

It is proposed to deal With this in general termS ln later chapters. 
Meahtime\I;|eeT;tHat:mucti' experiehce’ has been gained during the war -, 
of ' what^raay -chU" *’stipervised; keif -government,’* of which too little; 

?r' ''twit. 1 o-rt/ir - w/ili ‘ '4vnf«hKiA Imlif /vm 



stance ihay be of. more ;Value ‘in' this. case than a general survey, . and, I . 
!pirbphse^tHefefore,' »ih "this ychapterto ' say- something of the relations . 
bsuyeeh the , Sta^'and 'the pocba, chocolate hhd , cOnfectioheiy industry - 
Idunnglthepvar;.: '7 H "■ 
c 'l^Atfirst'siglitthis'may seem an unusual -instance to take. My reasons 
-for-So ; doihg.'are': 1 -; "• 7 


vViO'Kisfperhapssihpfisinglyjbne'ofthequitelargeBritishindus. 
trips. ; - In peacetime ' neafly iOO.OOO are engaged'' -in manufacture, 
'emplpyed' by -rnany hundfeds .of piahufacturers ranging in size "from 
some Of the largest firms in tire country to some of the' smallest, and 

of ' pto^uct. iHapdiing 'this 
Pf^MQjdbh^afd.oVdr S 5;d00£cdi&ecfioneihrl'vwhoiesale : ahd well' over 
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duction problems fairly representative of, at any rate, secondary 
industries as a whole. . •, ■. • ;'/■ • •'SvVpp 

(3) Unlike many other industries its distribution side ;(sd;fa&alj 

chocolate and confectionery are concerned)" has been 'largely, sffeciitli' 
to the industry, and worked in close relationship wift mahu^cftfers^ 
and it offers an instance, therefore, of a largely' self-c6ntainfed;uiiitv 
from producer to consumer. v' 

(4) It is certainly one of the industries in which full and : ffte 

competition in the economist’s- sense continued to . exist -right:up:tp 
the outbreak of war. • . . y/> 

(5) It has enjoyed the advantage of. able; and enlightened leader- 

ship, providing a sound basis for experiment, in co-operation with 
the State. * - ' ■ • 


(6) It is the industry' in which (so far as I am aware) the first so- 

called Wartime Trade Associations (as distinct ' ^from">Warfettte 
Companies) were established, and these have been the, model; ;or 
prototype, for other industries. '• «■ • 

(7) I happen to have the advantage of knowing’ the. facts and- 
mately, having been the Divisional Director of the Ministry of , Food 
responsible for relations with this industry during nearly five yean 

. of war. * . • y 

I should, however, make two points clear. First, I am naturally 
limited in my statement of facts to such information. as,;is, 'generally 
available to the public, or at any rate to the industry. Secondly, I dp npi 
suggest for a moment that the wartime arrangements to;he descHbgc 
are appropriate to normal peacetime conditions, for this industry, (where 
free competition is likely to continue) or necessarily, without modified 
tion, for any other industry. What I do feel is that; they thfpwnS 
interesting light on the possible relations between the State and certair 
industries where some varying degree of flexible control may be called 
for in peacetime. ‘ • 


• • ' u 

THE PROBLEM 



Before the outbreak of war there had been considerable tonsultatioj: 
between the Food (Defence. Plans) Department and a; Defehcp; Com; 
mittee of -.the Manufacturing _ Confectioners’ Alliance,;' thpvmld 
established voluntary peacetime trade association. .,.;.Pf6yiadn^i'p^u?‘ 
had been made to deal with certain matters ..in the event :of. warp; li 
particular a scheme of pooled transport had- been deyis^j-wlii^ w|' 
put into operation after the outbreak of war.- ^It- was -recognizec 
also that there would, necessarily be a shortage of ingredients; -and ths 




WAR EXPERIENCE ' 

M.GA. iit .iHe outbretdc of war established its own Allocations Depart- 
ment to ration tlie reduced supplies to all. manufacturers on the basis 
of visage' ih an agreed basic pre-war period. ’ ' 

4 :$ith; tile fall of France in 1940, however, it was realized that more 
far-rcaching action would be called. for. There were two broad.^alter- 
■jiatiyesr. The first was for the Ministry of Food, In effect, to “ take 
over ’’-this industry as it had done others. In such case it would 
directly: specify- what was to be. produced -in quantity and in kind 
(involving: a complete measure, or large degree, of standardization) ; 
where and by whom it should be produced ; and through what channels 
and at'.what prices the products should be sold. The industry would 
be dirCctly controlled by a Division of the Ministry. It would amount, 
'mi efect;' .to temporary nationalization. The second was for the 
Ministry to allocate such supplies of ingredients and other materials 
4s;itttIioughtfit, and to place orders, or to arrange for the acceptance 
of orders, for certain priority goods ; but for the rest to confine itself 
iw.&y ww yexsasKAesl to cfcyxtvie?. to be achieved, 

■laying down principles to be followed and leaving it to the industry 
fiseff.v.under Mmistry supervision, to manage its own affairs. The 
question was important, not merely because the industry was large and 
because its production (and particularly certain largo priority produc- 
tion) was! important { .but also because it was the first of the composite 
: l^ffii^riufacturing.-hidiistries (as distinct from food processing indus- 
Iries^like,; sugar: refining, flour milling and oils and fats) to be 
figprba'clied. in .this way; The choice was likely to form a precedent 
fiTother '.food industries. The decision was emphatically in favour of 
;tHe., second alternative ; that is to say, 

would determine major questions of policy (such 
3S;-iiiefif;oad .types of goods to be made and the principles of price 
cpnfidfi.m the-Tglit of national interests in general and of consumer 
needs ; ifi';particfilar ; _ ' -• ’ ' . ■ ; 

,:.:(2)>it,w^utd discuss with the industry the best means of achieving 
tliTendsjin;wewTdth^ a minimum of avoidable hardship and with -a 
^^HW OfiP° rt 9uity,for the.exercise of .initiative ; 
l>;X3)-it'w6vild leaye -riich .matters to be carried out so far as possible 
^ ; M^tyidiialTusn]esses ,wi& a minimum, of regimentation ; 

Was called for, this would be dele- 
ib-.a'’ Body representative of the industry, 
and hndfer its supervision. • 

was-fiiat of “ supervised self- 

-.£Q!«danaeaL^, j ^yN •••• 
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, WARTIME ASSOCIATIONS 


For this purpose' it Vvas necessaryto/have a body of bddi^.to 'pcf. 
form two quite separate functions : ;'.fir££Vtd;^ 
industry and secondly to perform such functions as might be left tc 
the industry as a collective unit.- ; A\ • V \ '^ 3 ^ 

As regards the -first, there was ’in' 

fectioners’ Alliance' which was, as ; I have said, - an : : bld-establishec 
voluntary trade association. Whilst, however; its membership repre- 
sented a very large proportion of -the to^ pipdu^^^^e. 
the numbers of its members were only a relatively/ small proportion 
there being' in particular many -small ; ; mahdfectUrer^pu^ia 4 vdS 
membership.' It was clearly necessary io‘lia#'for;to-lEfe^sdfa r |ipdj 
fully representative of the industry as awlidl^rarid. : witli‘'=speciarre^ii3 
to the position of small manufacturers who might feel, That dtkSmse 
their interests might receive inadequate consideration: To s^iliS:sucli 
a representative body compulsion -was hece#aiy ;and;/the >&hm^ 
could scarcely compel membership bf..a : ybl& 
was therefore decided to ! create/a:'i»j^^n&^e;dfficiar^deja]M| 0 a? 
tion of which full membership (for all except very, small manufa.etuiers) 
could be secured by the ability to withhold a ,manhfacturer’s?;ijcen 0 : 
In fact, two separate associations were formed,' bne edver^ 
chocolate, and the other sugar 'confectionery*’’ vrcsaasatifu£^ri| 
differed slightly but were l^sed:o^-the;kme\{)i^cipi^^d^T|^ 
tions to be performed wereThe same. - 
In both cases special care was taken, to See that they 'were' ^ 
sentative, with due weight attached both to the numbers of the different 
firms and to the Varying importance lof-'the^^e.iand^^pductive 
capacity. In the . case of the Cocoa and 

tion, this was secured ' through a .governing ; 'b^y;jep^fen^g|lai|ely 
existing recognized ’ “ groups •” of 

theindustry, the numbers allotted tb. each^groupbeihgrc^ 

to,, volume of production’ represented. ; In tlie.case qFthe^Sugar:-Coii- 

feGtiqnery; (Wartime) Association; 

: groups representing the six, different sub-divisions :df ^the^industry 

(classifiedaccording.togoods.manufacturedl/togetherwitha-’scpanite; 

group : representing small manufacturers as such. -:; In this instaneg^in 
‘ the. election of representatives of ^groups, ;tbe^ 

.member ’ofthe 

'pf'' the products -in ^gfoupdi in : ''each|'(^&eVaeparate.representatiQn 

was gi Veh: to the Go-opefatiye 
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feo&ffiij •eiei&div'of the .different groups on the Confectionery govern.-, 
tag body) feaclr member had one vote. " ' 

: For 'the purpose of acting as representative" bodies all that was 
required was that there should be due liaison with the Ministry of Food 
by appropriate attendance of Ministry officials at suitable meetings. 
For the purpose, however, of performing certain important administra- 
tive functions delegated to them by the Ministry, a closer association 
was called for;, it- was; arranged, therefore, that there should be two 
Ministry representatives on each governing body, nominated by the 
Minister, these representatives to have, in the last resort an overriding 
vote. It is interesting to note that in fact such vote has never yet had- 
to 8e exercised. ■That the industry itself, however, regarded the vote as 
jmpbrtant/was shown at a later date when there was a proposal to 
rempve this overriding vote, but at the unanimous request of the 
Associations it- was retained. Membership of these Associations is 
open tb anymanufacturer of any size. 

We liad, therefore, two official Wartime Associations, representa- 
tive, of the.whole industry, to act during the war emergency, both to 
express .the views of the industry and to perform such functions as 
might be found desirable. It may. be of interest to state the objects 
of the Associations as set out in their constitutions. The following 
are the objects of the Cocoa and Chocolate Association, the objects 
of, the Sugar Cqnfectionety Association differing- only in detail - 


; T° act during the present war as die representative organiza- 
of the, Cocoa, and Chocolate Industry, by which term is meant 
: the, manufacture of cocoa, chocolate, chocolate confectionery, cocoa 
^butter -and couverture. 

of jb •.{?) To represent the.Cocoa and Chocolate' Industry in all negotia- 
'J fi.qnsmpnceming the. supply and allocation of raw materials to and 
b'lh.eh: utilization by the industry, and distribution of its products, 
.^.supply; of labour, control, of prices and any other matters affecting 
:bthe L industry;; . ; ' - •• 

.subject .to. ahy Order of the Minister of Food 
being in forqe, .the prices at which, and the conditions 
to in Rule 3(i)* hereof produced by 
^.yffie iTjembers of; the Association may be sold by them.. 1 


of the products of the 

’’I, '-..yj ,'b : V ; ■; 

Uridcr C^nsiitution which; deals 'with’ conditions' of. 

' ' SJ • * 
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' - (c) To administer or co-operate lirforMulating and- admitiiste: 

. TtA rr 4-t -% cx £%*."lww. /»;£'•£' ‘.V*^*'/**” *'*'!•'* i'ti* 

*»'-•;<* , ;/-• * ** ,'SjjV *£■ 

'r'illi" *.*‘" S>-J ^ & vW<* 


-. (<?) , To develop ,:' collefctiVe;. action 
sectttB'ecoAC^fti^by 
tion ; of packs,- pooling of ^transport Ta^liti4;vor^fey^ii||§^;£ 
■ similar method. - ■ :•• \ 

(f) To encourage and co-ordinate mutual arrangements betWeii 
manufacturers, to maintain, production^ ;in Vspite> l cff- AforJ^arna^ 
■' and/or requisitioning of factories; . Wi!$$ 


or 

Government action. 




zation of burdens arising '.out of war ^;conditiqn's;;brifrpi 
ent action. -' : ‘ v '•'/ -:.VAirlA#£. • ' 

At cc* :/“i fi-L.? /^T r ; a ■ 'hifJiiz 



In each case there 'was a governing b ociy with an! Executive iGoii 
mittee and with separate expert Pr ice 
tees. There was also a Joint Executivei’Iogetheiv.'ivith'v 
Supply, .Distribution 

A rtrt A A4A^-i n *»A**ri lrt«*r»/>l-»» ; +t» «’ A V»nfi'ri>..ni'*i A rttr' f\‘oAn 


effect 'technical Civil Servants operating ’Under: the/gaid^re|bf |t| 
leaders of the industry, working within the: limits ^and ■ oniprinciple 

loin /i'Aiirti Ktr fliA WTmiefVu' Krtf 1 Ipff .’ in Vtnn virrt'ii'tfi 


, . . : A *■! 7; V iif Z 

v , t ¥ . 'V’.w.* rV* z' ‘ ’* -c ‘ ^ r, s < AAA/AA 



. limited '^6 assisting •iii^ecL._. C! _ > . : _- ^_.. fi . : -.^ i; ... J , Wi< s 

. -r pi-i ara' ‘.tiSTfA 1 Wis'ttn wtViri ’- -A ITS II ^ 
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flexible; 'methods appropriate bodies of 

t% character.'- * ' ■' A ,' ;V " • . - ! '')'/*?! ' ‘‘..r. 

v Government - price control is never an easy task;, but ; it is relatively 
easy, or certainly much easier, if the product is standardized or if the 
product is. imported by. a Government Department or at any stage, 
completely owned by the State ; and particularly if both of these con- 
ditions, are- present. The State is then able, as owner, to fix its own 
'selling price and to regulate, the prices at different Stages of distribu- 
tion, to the consumer. In this industry, however (and in this it is repre- 
sentative of many and probably the great majority of industrics), price 
control presents much greater difficulties. In tide Four Years’ War 
the position was dealt with by fixing a single maximum retail price for 
,sugar ; confectionery of 2s. 8d. per lb. and for chocolate of -4s. perTb. 
The result was that substantially all goods tended io be sold at these 
maximum prices irrespective of quality and . of the true consumer value. 
This time -it xyas decided to improve on this arrangement, blit there 
were great practical difficulties in any such standardization of products 
. as would have been called ior by orthodox methods oi jnitpztra^tr’i. 
Moreover,, this very standardization would have deprived the com 
sumer of that very factor of variety which (in this as in. many: other 
”aseS) is. regarded as an essential part of the attraction of tire product 



naximum .prices as was done in the last war. 

'FhW’llI- f i -a. * 



fixed maximum prices, .for a number, of “.product- groups ” f;appro- 
priately designated. . It, was made an offence for any goods to be sold 
at ‘.more ffiian-a. certain low; maximum, ..priced unless'''such:.gbods'.Kad 
beeh ‘.‘ classified ’.’ as appropriate .to a.productgroupcafryinga higher 
price. V.Thb wqrk bf classification .was left to' the .AsSocihtibhsas,agehtf 
'Ministry. The work Was .done , by expert- Price GontrbFCpnh 
ihittees^xnamly of;.professiOhal;accpUntahts) . on pri,uciples.;laid 'dowr 
by ! : tiie;:Miiiistry and 'under the general supervision of the'-Ministry 
^^rt%GohtroLCommit&s.we^e;advjscdby. i ex^prt^0ha t iitY^Pa^ieJ! 
drawn- from the industry, who’h ad-before them the product's -bfleacl 

.DlSmifjlnfllrf'.r. JjnH * Mill .Itmcb' d'mo r~\ n no n ^ ^ A'' ^ ta 
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cation of products, which, on : the , one ,hand,,safeguardcd: tiie coftstmier 

o *-> rl Am 4-t^ A ■ A m i , ai 4 v» Am J 4-x r 7'J^C , ill'-** if j.'. * r . 



'■V;Tlieprice .Orders made j it;:a ; condition of any sale' above die basic 
-pricethatgoods,:when:,theyreachedthexonsumer/:;sh6uldbeap})rd- 

- priately ticketed op-marked .so' ids '.to /indicate 1 tlie ; product group into 
which they fell, and 

. this way maximum. -prices. to. the constimer werefixed.::i;|n iurh;(fo]ld\^ 
ing the usual' practice of the.industry) appropriate trade, prices: were 
agreed, by; negotiations^ between manufacturerSi ^Wholesaler s ybhd 
' retailers on principles .laid down and on a basis, in; turn, approved by 
the^Mmistry*. The whole pf .these, arrangements were'Set;’dpt}m”ceitay 
price control. codes which were made nyailabie;to'ail')^nchmed;Mph 
industry as well as. to the; appropriate officers:, of. theiMmistry^^TBe 
Associations appointed their own expert. ■firavel|Sgh|h^cidrg''^liB 
went pound continuously;, making inspections, . taking.- samplesy aiid 
advising .manufacturers and /distributors as . to: the ; proper: db^iyatice 
ofv the . Orders,, and •?. reporting 'weekly. . to £i the- ysecreihriatsfbffi the 
Associations... ; yy ■ Vlfe'e 

The result perhaps was not; a .completely right one. '. In- some cases 
the maximum prices fixed, no doubt, imposed some degree of hardship 
. on; certain : manufacturers, .and in :• other ; cases,theyallowed. of profits: 
higher tlum might have been usual. This' is unavoidable in. a large 
,'jjndustiy containing piaEyybhritfredbpbm 

- ing efficiency. : .^Ihebroad residvhowever, and pardcularlyinits'effccts 
on the consumer, was satisfactory, ry Theredyasyan.'alnmst.tptal- c 
lion of . consumer complaint, , . Inyeffect, there was secured 'tb:the : con-: 
sumer wide, variety of choice of -goods at prices which he; coifld:rely 
upon as being appropriate to : any 

fact,. 95: per .cent of the total productiori of ^chocolate and;confri:.ti6ne.ry 
.. together was being sold, in the sixth year of the. war at consumer prices 

:ndt,.exceeding;2s.8d.per,Ib.arid:a;;iarge;prop6idbnt6f:tliisla : f;pr!ce| 

i-iLJ L uld • S' "VTir/V. 



and 4s; per 3b. Po'r. chocolate, and this in spite of die/substaptial genei 

instance is 
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tiiusiMcred a broad range , of utility values ^ vwthoutthe degree , of 
Standardization norinaliy attaclied to utility goods. .’.V, _ - 

Ixi' the ckse .61 cocoa; the. number of. firms edneemed washmited-and 
it rvas possible to deal withthe matter without a price Order, .the Cocoa 
^nd.Chocblate (Wartime) Association undertaking as an Association 
io {cohfrol . prices on a basis agreed with the Ministry'. In, this case* 
major- brands of cocoa powder were selling in the sixth year of war at 
prices bdov/ tliose niling in August, 1939. 


CONSUMER RATIONING 


Another- good example of the advantage of this relationship between 
a . Government. Department and an industry is to be found in the 
scherne;of consumer rationing which was adopted. •: : .• ■* 

V; /The Ministry* of'Food have sought throughout to apply the principle 
of.i' fair sliares.” After a certain point in the war there was manifest 
-unfairness in the distribution of chocolate and confectionery. Those 


v/ith leisure or influence were' often in a position to get an undue share, 
A Ministry Committee was constituted, including Civil Servants, but 
with a majority of experts drawn from the industry*. This committer 
produced a scheme which ultimately took the form of the well-known 
'Personal Points Rationing Scheme.- ' ' • ; v ‘ 

I;;say,.this is.a good, instance of the value Of- leaving decisions oJ 
; practice (as distinct from policy) as far as possible to the judgment' oi 
.'thpse in the industry who -know the facts. The .decision to ration good: 
Ayasjigtiite properly .a- decision of .Government and a . decision whicl 
"(indeed -.was hot atvthe time acceptable to many in the industry.)- -Thi 
(Ttiethod to /be adopted was 'a matter on which the Ministry* was pre- 
;pared:\yisely. to be guided in detail by the industry. This seems* there: 
y.^.fa'tgpod'-patticulat illustration of that, differentiation, of ftmctioi 
tetween Ihe State and industry for which I am arguing. > ... 1 ’ - ’ 

■TijTfeihis^ -‘matter had -been left to purely Government decision,” ,)th< 
j^oaot^pibadi-might ‘have been to. attempt, a' strai^t fationini 
■?f?heme^with -registration with retailers, .which in turn . would: ahfibs 
•^hc^4riiy''haye^involyed an undesirable degree of standardization 
vj^temaiiy^-^the- proposal.might have' been, to put - sweets .on th< 
-'general points scheme which, in turn, would have meant. in ptactio 
have.. tended to be.;made fopitiieTamily-by :thi 
V ordinary' household' goddsV. This' would noionl; 

a large change over ofi irade from retail confectioners b 
'^? cc f s wdh a great measure of hardship to small businesses, but ! i 
xneatit depriving //the'/ consumer; l -and . ' ih ;$aiti6uiaj 
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children; of the 3 pleasure pf 

r'llAir'f* 10 hltTVrtPf Ort ttr noti+Jn 1 'fiult’.'li-ii.ij; 


chases 



sumer 


range still permitted by war’ conditions; 

Even, however, this co-operation. lit r-tomra^ 
alone have been sufficient to 

ensure that with, very slender stocks, :;serious . and ; varying prpauciibn: 


relied upon to be. available in.eve0 ; \tpwjivand^a^et^^eif^|p. 
consumer choice. This was.etfsur^;6ffiy'.%^%m^ate^d"<^rdial 

CO-oneration between the. nnvernmenf'and'tbeiWnitim'&Ass'neiafibflR:' 




Axwuivr»viiv va mv ovuvutv, vyiiiiv uiv.iimwaujf avA-vj^t^v j. v^v/i w vu 

distribution of supplies to meet the"coupOTs;y^p^this^ipo^|p, 
country was divided into four iarge .regiorts,;and: tlies^;lmturn,dat<), 
areas, with appropriate ■-. regional''and.\ : area . officers • drawn? frpni ithe 

1—J * TS -A A -1 ■ ■ _ I -J ^ i - i _ ■‘‘■j “jjI-il'tri.'iV-U '.■tt'-ii’-tAii'.A' 



As Lord Llewellin, the then Minister .of Food, said^ ^ 
first two years of the scheme;, tVeoresidt^^s^vje^f^ji^itsSdv^tH^Qpp^ 
■his words t "; r ; -:v- 

■ - The .success of the. scheme’ is'h'est^ 

cent of .the Persona! Points : cdupprisdssu!^'^ 

• - . has been no easyKta^to'ens^hratouous'SupplKS^^h&^fitt^l 
•. so to speaks- has had to 'be-spreadv skilfully. ;;-;Some> 2,000 ; .;n|i|u- 
- facturers supply sdmethmg^ike'^Su^r^f^mJHi^-shgl^^^T 
’ teens nnd c** — 



Perhaps-- ; Ae'tcpnsu|peL;mh^e^t^sfe^^||}ip^p^^^tt^h 6 

scenes - -of this-. industry*. There ;’hais;v:all 

friendly - relationship between the Gpyhrn^htiand.^^iindj^^*|^? 

tB^dne»^n^ : 'toeh^nist^ pperates 

rtli rtA^I A ^6 ' Wriri' fliiii'W'flior AT' r ''{?rt C , Jl t* 1 ' MVifflhf T Ofl C EV'.'-^SOvvS 


tion$. 


,meet;anyplian|es;!tt.;p^ 
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’facturing centres, watching, and where necessary, guiding the flow of 
sallies. i 1 think this is an 1 example of supervised self-government 
at its 'best. . The Minis try lays down the principles to he followed, 

the industry .achieves the desired ends.” 

In brief, the Government determines the principle of rationing and 
isj size of the ration. The industry accepts responsibility for securing 
ie desired end/ with all the freedom and flexibility which this makes 
ossible. i 

^ PRODUCTION 

» ” s 

■'Another interesting example of the same kind of collaboration is 
3 und .in the field of production. If supplies of ingredients are 
2 stricted, the natural tendency is to use those ingredients in the pro- 
uction of goods in the higher priced range. Even with proper, price 
ontrol of different classes of goods, the result of this would be a large 
icrease in the average consumer price. It was the responsibility of the 
Ministry to secure that as far as possible under conditions of shortage 
here should continue to be adequate supplies of the cheaper classes of 
;oods. Again, the more obvious way of securing this end would be to 
equire certain defined types of goods to be produced in certain quanti- 
les.^ This, however, -would once more result in standardization. In 
lonsultation with the industry the desired object was secured in a 
Afferent Way. Each manufacturer’s current production, was governed 
iy reference to the proportions of goods of different types and prices 
produced by him in the basic period. The manufacturer, for example, 
who in the -basic period was producing 90 per cent of his total produc- 
tionrin goods at not exceeding a certain cheap price was required to 
continue. to ' produce at least 90 per cent of his production in that 
category ; in effect at that price as increased to meet war conditions. 

The same division into categories also assisted the Government to 
secure production of particular classes of goods required under 
particular conditions, like convenient packages for use in shelters during 
blitz. Taken in 'conjunction with price control and the restrictions on 
labour mentioned below, the result is shown in the fact I have already 
stated that in the - sixth year of .the war more than 95 per cent of the 
total production was being sold to the consumer at prices at of below 
2s. 8d. per lb.>, Moreover, though the scheme was introduced at the 
instance of the Ministry for the benefit of consumers, it- came to be 
greatly appreciated also by the industry as ,a broad measure of equity 
amongst’ different classes of manufacturers. 

,, ®- v measure of partnership there was secured, therefore, all the 
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virtues to the consumer which- might be offered; by a: fixed ;range o‘' 
utility goods but without the rigid standardization -and idegree^oi 
control otherwise required. Utility prices were . secured without Tx 
’ loss of variety of choice. • ■ . < 


CONCENTRATION 



A similar instance is found under the heading of concentration 
Faced with the problem of freeing labour and space for more essentia] 
purposes, the normal method of approach, particularly of theTioard 
of Trade, had been to divide an industry into a certain number , of 
nucleus firms and of other firms, and. to concentrate the production di 
.the latter into the factories of the nucleus firms. In this way- half; di 
three-quarters of the factories in an industry might be closed down 
altogether for an indefinite period, with all the necessary hardships 
involved in this and all the problems to be faced when the time 1 for 
, de-concentration came. - • ' . 

In 1942, production in this industry had been very substantially 
reduced by reason of restriction of materials, and labour employed 
had been reduced in even greater proportion by simplification ; :6f 
product and in other ways. It became necessary; however, 'for. : a 
further large contribution to be made, both of labour and of space; 
. Once more the problem was faced jointly with the industry through 
the medium of the Wartime Associations. The industry wasanxibus 
to avoid concentration in the sense generally understdod.';. - Qu|th'e 
other hand, the Government had to insist that, a certain, hmbunt-of 
additional labour and space must be made available without. further 
reduction in production. In collaboration with the industryanagreed 
method was evolved which met both points of view. The industry 
undertook to provide the total quantum of labour and to dp. this oy. 
a progressive restriction on the amount of labour to be employed per 
ton of the goods produced. As. regards space, if a specific factory ;^r,; 
part of , a factory was required in a particular place; it. was made- 
available. For the rest, the industry undertook To make;ayajlabl^ 
certain aggregate of space throughout the country. - The result-.wa^ 
". that, with one or two minor exceptions, afi the many' films 
, industry, were allowed to retain at any rate some nucleus of- prqduC^ob: 
•b .%fideifat' thfe; same time the Government secured the labour and ;|pac|’ 
required: In certain special areas>'the labour requirements; were; such: 
, That a. more than proportionate demand for labour had to he made oh;; 
certain firms, resulting in a considerabJe’de^ee‘ : bf.harda^«:;:;.]ta^!^ 
ease, however, there- was ..available a . scheme,- worked ^bub.hy.'jlh^ 
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Associations on an agreed basis with the Ministry, for the production 
of goods on behalf of such firms in other areas, the effect of which was 
to mitigate any financial hardship. This last, again, is an example of 
something which each industry can do for itself which it would be 
difficult for the State to do and which yet could not be done, or be 
done with the same degree of success, without an efficient trade associa- 
tion with compulsory membership. It, incidentally, has the advantage 
of relieving the State of all responsibility for the very difficult problem 
of sharing out the burden of hardship within the industry. 

ZONING 

A last example of the advantage of the partnership approach can 
be given in the case of zoning. 

As the war proceeded, it became essential to effect further large 
economies in distribution, particularly in tire avoidance of railway 
cross hauls. A large proportion of the production of this industry 
is by firms with national distribution, not only to wholesalers but 
direct to retailers. An Order merely forbidding the despatch of goods 
for more than a certain distance, or beyond a certain area, might well 
have resulted in complete disruption of distribution, and would cer- 
tainly have upset the very delicate balance required (with slender 
supplies) to meet the consumer ration. Again, the problem was put 
to the Wartime Associations and they undertook to formulate and 
carry through without legal OrdeT an arrangement under which the 
whole country was divided into four large zones. In order to meet 
not merely consumer need but to avoid serious hardship to distributors 
Of different classes and in different areas, the industry undertook a 
very far-reaching scheme for the exchange of accounts involving a 
large statistical and administrative operation which was carried through 
with general satisfaction. 

This instance will illustrate the results which can be achieved when 
there is the right relationship between the State and industry, and 
appropriate machinery. The Government decides on the degree of 
control necessary. The form of control is discussed with the industry 
through well-established machinery of consultation. The task in each 
case is to secure the end in view with a maximum of . efficiency ; and 
flexibility and a minimum of hardship. The result is to secure controls 
which are tailor-made to meet the needs: The operation of the con- 
trols in 'general remains with the industry through its. own technical 
civil service. The policy all the time is determined by the Government. 

“A further advantage of this method of approach is that the necessity 
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for;.pttnttois: applied 


It is 


from -certain conditions ofyShortage ;ahd;that; tiey^fli-i%^removM| 
• • away; <• In this ..way 

TnfitlQtrv 'Itrttli ftri* crmrl^rt Kv <a% nl^ipf'tiv/i'nKn'ci/Toro+iri^’.rif i’ririri* ?' 


It is not suggested 

'appropriate to all -industries even ;in ;'waBime;- 
■ tills, approach is its.. flexibility;^. It . 

Necessity under' 

where and so long . as supplies are ade^iatej ; Md} : cphi|!efitibhf^tf^ 
. ; the ends in yiery. Iris not augg^cd$b'^^ 



What i do suggest, however^ is : ;ihk' tl^is *jex0ii^ 



l Industry in peace ebh^taom};in;a^de;Bmge- of ■"jhdt^triesiwhpre:;ffifergg 

if 1 - TiA rrn ert'^Af* 'Ctbfa ' i-vti m n^nti # ' ArlA**<i fi a« kWirk^WfWii^fl • J g0JJJ0''CTIW > .lfifI*3. l i 
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> ;’ ; degree’ pf -superyisioh' niay : be caHedrdbruh 
y ahci coniTnunity. : ;;;It is^prdppsc^^^ 


;M'Ife;dMclhdih|-.<aiaptgrs: 



Part EL The Conclusions 

Chapter Vltl 

r guiding principles 

^t- die; outset an endeavour was made to outline tlie purpose of our 
mqu&y;tThis.was summarized as that of consideration of the sphere 
jif -the: State, in - relation to industry, with particular reference to the 
organization yof /the; relationship of the State to industries still in 
private ownership.;. . 

r^^ntime.we have sought to make a broad, though, admittedly, very 
partial,- sfirvey/of : the various possible alternative relationships, in the 
light of : experience gained up to the present time. It -remains now to 
mdeavour to formulate the conclusions which seem to result from this 
exa;mifiatiqiirV;'L 

u 'lira's ■toj’be. recognized that it is, of course, always much easier to 
statepegatiye-than positive conclusions: to be destructive rather than 
constructive., f This is particularly true of the individual workingalone. 
Gpnstoctiyc'iipfppdsals are best evolved by the interplay of different 
views; in; the -light of practical working. / That is indeed the only safe 
why ltt^hich detailed proposals can properly be formulated. Any 
other approach must be tentative. I will endeavour, however, to make 
approach, as : constructive as possible ; meantime asking readers to 
r^ip'gnize;;that what I am attempting to table is not a blue-print but 
aroiigh -sketch, v. ; - . '■ ' . 

’j'EinitiJhoweyer, our discussions have led, us, so far afield that, (even 
aL'the^risk. .of. some repetition) it would seem- desirable, to - ; restate 
^fkin', fundamental views, upon which agreement should be possible: 
iHiCli^eyguiding. principle in every case should be how best to. 
; seiye the highest interestiyof the community in its, widest sense. • *No 
aimjvili .suffice, We.must, it is true, consider the; consumer ; 
.^f^ript sacrifice the’ producer to the. consumer. .We must 
; ?™..(p mye^6pd. : condidons to, the -producer ; buhnot at the expense 
hy/. permitting; inefficiency :or- undue, reward. We 
ownership'; but not at the cost of per- 
.f^^hg-mefBciency^ Vested interesth^as.such, mustmot be allowed 
‘^pimh-managemehtii'and labour;; all .cpntri* 
bute t6 production : : biit their reward as ■amongst, themselves arid ;in 
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' total should not be' in excess; of fdieir.r&al-.contriDution. .. Uiir :own. r 

KfatldarHa should -nOt- ‘tip. - adtti«tpd :: +rt- +K 5 » '■rtd&rimna 



Government. We should seehto retain the true scidntificTapprdacli 
We should not he. too 
tions : in considering-^ the. highest 

need often to take a: very long point/ ;'off i ^^7?^;^buid^hph^e 
deterred simply because a particular course vwiil ^chu's'e^ipmc 
immediate hardship ; the. surgeon 'must-' often cause pain /to ; secure 
*• well-being. ■ ; ' ; • ' .ty ' ■ •. ‘jv?. 5 ; >» 

(2) Applying tl&re^3ningi''Wein^^^v^i'%&1^S^S^ 
. tion. and -activity- which .aj^arsibest • 
the ends -in view in <;the ,pa^uter{air^ 
unduly influenced by preconceived" ,yiew&y>Me^ay^i&^|iK|ft 
’ whether we want public . enterprise or privafe^tpiprise-ih.-ajplhSe: 
niax case: we may, however, agree that, dh Overyhase, |we>au wairt 
' the practical maximum 1 /of i 'enfe^me^finitm^ei ;Xiftfagmaiioii; 
flexibility, and courage>. These ^ are •'the^naHti^ 
true progress, and therefore, in turn, thedeal standard pf hfejbf flk 
' people. Moreover, :by rKeif very. mature ;it ‘j&; 

. to measure them by j^tsndits.'’ 

its success . is demonstrated in ;practice. :; Ariy organhatioi^s bad to 
’ . the extent, that at 
; jpoWferjof- r tfec|sion - 

-taking of reasonable risks or, 5 indeed/ soinetimes,' the daking ' ,oi 
' unreasonable risks! We should- therefOreb^ 
tion in any .measure' inimical id- enterprise^ 

. .and .to -the extent that- other dVorriidirig .bfttf4idefatiptfs|hj^b^4s 
compel this. Even in such cases, -;,we.'riibifl^ 

^•restriction on enterprise and initiatiye'-td 'th'e - :n^^^^intei|u/l;^ 
.. ■.. <. v;(3) In this 

possible' arrangements;. 






/ ';jrecpgnize'-this i/after ^'&ddasfc.7six -:^Msydf ^ 

? v towing to rninor - officials; v We have Tecognized:th|t;tlib 

; ? :}iVpf emplojmient, ; of ■'prddue|ion^pf ; quality ^pne^tapa^op^;^ 
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fallowing freedom- so long as those directives . or standards are 
^oh^ed. '^f. a certain road to Brighton must he closed on Sunday, 
debit fee al6sed, ; and leave the wayfarers free to exercise their brains 
oil how best to get to Brighton without this road. Don’t make 
them apply for permission to go by a proposed route. Say that no 
inprei factories are to be built in a given area ; but don’t require 
■ permission from a Government Department to erect a factory else- 
where. Say that a certain export market is banned or subject to 
' an export duty, or open only on certain defined conditions, but don’t 
■ask . Exporters to. apply for licences for exports generally. This 
point may seem small. In fact it is vital and central. There are 
ilarge : fields in which the State can and should say what should not 
'be , done. ..Only in the last resort should it say what must be done 
4jn any field where initiative and enterprise are desirable. 
w(4) While the State can clearly and properly reserve the right to 
undertake activities under public ownership wherever the best 
Interests of the community call for this, yet (at any rate at our 
. present stage of development and at the present time) it should only 
.do so. where private enterprise is manifestly inappropriate, or has 
^demonstrably failed in practice. In the words of the declaration of 
LabourParty Policy in the recent election: . 

k|?f“iEach industry must have applied to it the test of national 
fdseryicew.If it serves the nation, well and good ; if it, is inefficient 
■ . arid falis down on its job, the nation must see that things are put 
/bright’’-- , _ . 

Taking 'die, generality of industries, the interests of the community • 
[inciuding. in this those of the producer) are probably best likely 
d'.be. -served in present circumstances by true private enterprise 
working :under conditions acceptable to the State. But it must' be 
^nuine;; enterprise, free from all restrictions, arrangements and 
Werimndings other than those which can be demonstrated to be 
^asistenKwith the interests of the State. What has been called 
• restrictionism ” must, not be confused with true 
RfiYatp' enterprise. The principle at least of public supervision of 
?^PPph^ : dnd cartels is, accepted. by all parties," The essence of 
“^fpnse/and itsjfinai justification in the interests of progress, is a 
'Government should encourage this; Again 
9?S^I>^hithe,-same'l-a]bour Party source: >■ •' 

• w:; W .economic purpose of Government must be to ’ spur - 
; w!^?^ fd^afd‘arid-hot ,to.chofeeit .witb red taped ? < " 
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Chapter IX' 

ENTERPRISE 

there may be large differences of opinion 
$ ib.^hlffi&- a'-particulhr industry' should be nationalized or not, once 
iri^ffirmative'ida:isi'oh is made, no further question of the State’; 



mnersjc Tlieiihdiisfry'can say; “ L’etat ; c’est moil ” This is not so 
fife^dt^iytlia^iiatai;.to be fitted into- the general economic back 

be ensured.. The State is now directly 
e^bnsi&le;fo^its:efficiency. Ownership, is important ; but Enterprise 
-We are just as concerned” to see enterprise 
^ex-public-as^er private ownership. From that angle we mus 
!t}|\cpnsidef ithc relationship of the State as “ government ” to the nov 
ianpji^y| : p\TOed\dfidustry*'- It is vital to keep clear the distinctioi 
»^i^fi^TOersBip'^iid'ejperation:' I hope this book will not be thkei 
e»se;l<nfi , p 0 wate .-ownership. It is certainly not so. It seek! 

\V;liic]b' wfll ‘make for the greatest measure o 
;nterpn^,;^ether..xinder public or private- ownership. - •• 

hFofr^ objections to public ownershi] 

iVherCTer:t|ere l§;:aVblekr ' ea se for this in the best interests of the com 
hraity^jTfiere arhlbbvious cases in which public ownership appear; 
^^^j|^t|dutiok-;ioffixample, because of the close relationshij 

of government, or because o 
%14^iP^^bhdpply'i^mactef. There ate others Where an activity 
? : liecqmi; 4 -- ipOnopoly too 1 powerful to be left in private 

has demonstrably- failed.- Then 
for example, of riationa 
^j^^5&?j4i s ^ss;-^^e,'-4pweyer,' would, be- to depart from tb 

ham.purppse^^^ J-. . - . , 7 

-remains. Of prime importance -‘t< 
a - maximum of enterprise an< 
public or , private 

^iE^itself- Eii t a ^ ni eanh; tcc; a n .end . • in practice.the share 

vliaye^Uttfc- dir^t infect ‘wit^ 
rights; in effect, ar- 

m 
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selves inefficient or unsuitable. One .of the best tributes to.the'successi 
ful conduct of a large company is a small attendance of shareholders 
at its Annual Meeting ! Indeed, even in a modern political democracy 
the main ultimate right of electors is to remove a Government; which 
has failed to satisfy them. ‘ -A- 

When, therefore, we have decided that we will nationalize ah in- 
dustry (for example, the proposed nationalization of coal minihg), we 
are still left with the problem of how best to do so ; that is to.tsay; 
what is the best form of organization likely to give us the. .result we 
want. .. . ■ 


This is a subject on which it would be very unwise to dogmatize. ;It 
is a subject on which it is much easier to say what should not be done 
than to say positively what should be done. It is . submitted gfeiy 
emphatically, however, that in normal times no industry (or industrial 
or commercial service) should ever be run as, or as part . of, a Govern^ 
ment Department. The reasons for that view have been fully' Stated 
in. Chapter III. The Civil Service, however high the qualities/and 
capacities of individual servants (and they are very high), is noi fitted 
to run industry. The Civil Servant is, in effect, administering the jaw;. 
The management of industry is a totally different.activity..; The; Civil 
Servant must inevitably be guided largely by precedent,; ; Successful 
conduct of. industry calls for constant innovation and, on occasion; 
improvisation. The Civil Servant must play for safety.- . The success- 
ful conduct of industry necessarily involves the taking of riskriVIbe 
Civil Servant must always endeavour to be reasonably certain of bring 
right in his proposals. The successful industrial organizer mtistj-0'e 
perfectly willing to make mistakes ; to be demonstrably, yvrorig.VTHe 
Civil Servant must work under the constant scrutiny of ; Parliamen(; 
‘liable to, have any activity, large or small, made^the subject'of:Parliat 
mentary question. The industrialist must be given time (measured 
often in a period of years) to show whether his project does qrvdoes 
not contain within it t he seeds of success.; < Day-by-day , ParlmjiiieiM|x 
scrutiny- would be fatal to long-term, efficiency. . -■> . : 4 
Again, whether , as part of a Government Department -c)r;,not-qm 
publicly-owned industry must be free from normal day-tq?,dey 
, Treasury control, 'Any necessity to. secure . Treasury ■•apprqfmHin 
advance on. detailed industrial plans. would soon break ithe nedrt.^qf 
, the type of industrial organizer essential to tlTe ;success of large-scale 
industry, ^ 

: . . Clearly, , if .we are to /hope to secure ..public; enterprise,, as '.distinct 
,1 from publicly-owned stagnation,, we must attempt to.:do this thropgh 

’ . ^the creation of Pubh'c;Corporations free from shortrtermTarliaiiienidfy. 
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^OTSyl6ti^y J.' thjs final control must rest with the 
by some appropriate Minister of 
l¥e : Crq^:p^ will lay down in a general directive 

'Corporation- and the broad lines of policy 
fp %- follow^ in its "operation, and. the financial limits within which 
^tdtM ,? ^raiioni' - ;iii6st test:' . ‘la 'thfe- colmection it would be most 
HhpOTtantihSt'finahciai ’results' should be measured on the same basis 
^^^rr^eciiidustry'; • in- particular, in relation to the capital em- 
^lo^i 5 '’^y^ubsidy io either consumer or employee should be shown 
separ^ielys6;mat'hs,fcbst and consequences can be assessed. As large 
isstt«’b.tgqlicy(arise,- fiiese will be discussed, in Parliament if neces- 
s^-|ffld-thisi’dirfectiye be modified ot supplemented. Certainly there 
iiytiuld.be bnhfialTepdrtS to the Minister, which would be available for 
i^feadri'-Sii'Is^eoial -occasions in Parliament. But, for the- rest, 
b^raribh 'andjmaha^ment would rest with the Board of Directors 
of fHe PubiiC’iGqrpOration, who would be judged on results. There is, 
ifc|i^Ih^y.X^^’'^demeasure of acceptance for these views, but 
ibis' isdargeiyb^’veryTecent origin. Indeed, it did not appear to exist 
bhjEftMe‘'%itiafipf{$fes;bbok began. Contrary views will undoubtedly 
b^jput>iprward%hen Specific projects come under consideration, and 
i|is;prpbably wOrth\while, therefore, to summarize these views rather 
;dqgth'aticaijy.;as I: have done.' 

^ji^weji&^idjy'tdrh to further questions On which no such body 
^j^tofehi'icaii^et -be claiified.' Assuming we do agree to use the 
;mst^enivdf.a;Public Corporation, governed by a Board, how is that 
bei jbo&fiitJted? • ■ - ■ 

of a Board representative of “ interests.” It 
sj^d^isi^’^’ii - -grc>up .'df individuals mainly selected as having the 
|erspBki;qualificaijphs best fitted to make a success of the particular 

There" will be suggestions, for example, 
case. Shall consist of representative 
ffiployen^ Consumers, This is entirely to mis- 

f^e"f^ctioris pf a Board of this kind. Employers as such, 
^i®S;9^erSi?|&^'td. { ^1intere^ed. Individual- employers, or.in- 
v^^'^r^pft.’S|j^^ting : b6mpa,riies in the industry, may be very 
^^^^%t^i;ibut;m'.their capacity of- trained industrial adminis- 

not- .be- considered.- There 
better^Casfc .for the halion’s coal interests to be 
of- the ^miners Than, for the policy of 
J™^and;'fo''6e, d§termiMdii>y representatives -of the bank 
i^^M'^^M^li;V?-^t^!in^^duaiminw:<ki&iiiCTs’ : -trade'miiohi-- 
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. • substitute, say, politics or trade uniob influence , fpf/bepbtism'bt; : y^;^i 
interest. Moreover, , we don’t '’want '•directors - 
'group, whatever their,abilities s becauseVit.is alntpstdneVitabie’ffiaVjuBS 




•the. same ,chs.e for doing- this in the case 

State as of any other industriai employees ;,but nb.gfeater^se^Were’ 
is ;'np case. "whatever for- 

employees in relation to others. Indeed, if . anydiinf^thf^Con^if^ 
because in the nature of things; their conditions, ;On : ^lance;fare ! me}y 
to be better than those of ^^loj^^geherahy.^-^eTl^i^^i^^ 
^.safeguarding their interests will be 

* - 4<l - ' • . •';••. v * , I-- ”, - ’•/ • *•&» ' i. 

«r/>rA T)rvf cry fh&r/* rtn 1r»riW*'r .fii/v & ^]«Ao fAt* 'Ci tr^r?AVTjri , fhT')' fni*: 


'• surely, is not Laboxir’s yievv. of the fuf ure. - Tt 
there, should not be, apprppnap/0achmeiy'fdi::k^dcM^M0ips^ 
■ engaged in the. industry 
on its problems,, by enlisting 

. /In tr.tn.. Hat/- tifafctlCe'- 


.cdian#'^nd' ; i^phnitti5di'.' 

’’’nrodiicets arid . doriaimfirs. ; -fui'trbneraii^tHe^brrnbr ■rtviliSbeybt‘gahize3: ? 


they will be there .as 

"Mpres6n&feves:consiinief4'tai^ 


' ; bshchleyed^^gaih| 
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nvccruiin. jam a Consumers Consultative Council. . That, liow - 
e^^ot"8ia’ , inSbrtaia«!t:x»f management. 

^h : the ? othjsafMnd, thisdoes not mean that the Board should consist 
wholly-: of technical .experts drawn from the industry. That, clearly, 
^oiildlbe'wong.. vTechnicai experts (of the right calibre) would them- 
selves be- the first to admit that intense concentration on a narrow 
range of technical problems leaves little time for consideration of 
wider, tissues highly, relevant to the successful working of an industry 
as a:whoIe.'-.An expert has been defined as “ one who knows more 
and moreabout less and less”! He should be balanced, in proper 
ratid^T)y men who know less and less about more and more. This is 
particalarly true in so far as industries to be nationalized consist of 
thoje^vhere'drastic .rehabilitation is necessary. Those engaged in such 
abyridustry^may find it more difficult than outsiders to take a fresh 
and 'dispassionate view of the urgent measures necessary in the widest 
interests of the community. 

■a Again, : tlie directors should not be drawn from the regular Civil. 
Service; as, such. - -This does not mean that a particular Civil Servant- 
should hdt be appointed on his individual qualifications. Indeed, where 
Beihas the qualifications, such an appointment would be a very happy 
one ( because ’he would bring to the new Corporation the high tradi- 
tions ofj ihtbgrity, of the British Civil Service, and, with his previous 
experience and contacts, he would greatly assist any necessary relations 
with Coveinment' Departments. He might, that is to say, serve as a 
ondge between industrial and Civil Service practice. But even in such 
:;ase:he, -should resign from the Civil Service and be treated, like the 
rest>of lus'Cqlleagues, as. a full-time employee of the Corporation. This 
bpTlie general rule. It would not, of course, exclude the part- 
t^^altendance-hfiaiTegular Civil Servant, as such. Where the needs 
’he. particular Corporation called for this direct liaison. 
$;^;I^y^Jsaid; it is easier to say what should not be done than to 
detailed 5 .Constructive, proposals. Indeed, any such proposals 
^SjP^y^ghtly'rand usefully be made in relation to a particular 
^!Bora|iqh or industry. Moreover, one’s own views are necessarily 
jolciured jby. one’s own experience. I confess that my bias is all in 
whole-time , directors, .living with the problems of their 
themselves with its successes and its failures, 
that-part of. such failure and inefficiency as British 
v. tifis is often greatly over-stressed) is due to 

& director. By, this I mean not merely the director 

or title or the business he may.be. 
whig, but' the really able administrator who gives only a 
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fraction of bis really- -valuable* time.to ab 

irrelevant to note in this connection that -theic^asKa^s^.^^fpnaes 
mainly suggested 'as ripe -for- nationalization .-iehiiNto 
this Way. They tend to 'become'- IwKHicrijq^ 
the joints associated with bureaucfaci^;- ; ,C^e^^e : i;ttortiine^ai^ 
. industrial administrators Or executives at a stagejower ^dwnhaydmc 
contact,: or no stifficient contact, with those- who- njalce Stlie .-final 
decisions. These men should be represented -on -die -Board, itsej0'^ 
■ Again, my own experience points- to the value pf.-a.d3oard;cpmpd|^ 
in large measure (though not ncc^sarilyjenfifdlyJ.of^eciidiyeHfunc 
tional directors, each responsible for the whole- ofa single aspedt^pinr 
enterprise (buying, production* marketing, selling, - finance* personae! 
relations, and so on) ; as distinct from a single general 'manager Undei 
a non-exccutive Board. I would expect tins form of drgarikatipnrp'ix 
more, and not less, necessary in a body dealing with the problem's dfa 
whole complex industry. At the same time it must be recognized ;diai 
there is a. risk that such full-time functional, or -specialist;; direeferj 
(dependent on their acceptability for their promotion, and Peniunera- 
don) may be more amenable to departmental control them ' paiS-t&t 
directors with outside foundations, and may-gradbaHydi^p'^tMtdt 
does not pay to be too enterprising. If so, wc wouid .be ha^^d^ 
old danger of a policy of “Safety First,". They.shotiId;4herefore;|ie 
strengthened by the' presence of a strong chairman-': and j-vdepgt|i; 
chairman who could be relied upon to resistinfluenceS^Wlnch the}^fejf 
to be detrimental to the well-being of the enterprise. , 

As I have said, specific proposals should only be made :inpelatidr 
. to a specific case ; but I would somewhat diffidendyput •;'foiW^£ : uie 



0) Hie Board should be -appointed by the'; releipUtyMimstsL 
- after, of course, any necessary conmltotions : nnd;disctWsipnSt/’f;^ 
(2) In general, the appointments, should be on the .'sprf-pF;^®? 
■ and conditions prevailing in die best mdtf^ak;g^ttisnWenfe 
; to-day. Remuneration- should compare not .unfavoumbly' w^|hft 
' . ruling in industry for -similar 
should not be for. any fixed term. Only cbntinued abfiity. tb.:carr5' 
the’, job should -guarantee the holding of:at.v-'Bensions:^h^uld^ 

adequate 3 and there should be provisions peimitting of- chahge^oi| 
’ •• one -Publio Corporation tr ~ 

Catholicity, of ,:expenence 
y'' encouraged: :‘-v ;y; : ;; V ■?, ' s>. 

n 
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on>a fuli-time basis.' This 
tlgiiid: ibci^aiS3^%Pi>J^ ' -tfe Otiairrnari arici Deputy-Chairman, in 

^ >; ’■ ' ' ; '" 

;i ( 4 ) The’ Chairman . should' be a man not only of. outstanding 
Snd^;atulity, .but a'man of the world with a wide experience 
>f|^npfiud||md mdustriai; problems, preferably gained - in other 
i%s^p||||uV4^pul3^^kfeguaxd against unduly narrow and 
jpedalist ^iews, .and against a possible undue measure .-of - in- 
i^ing.^;T|tM,\%vcqurse, iiko all other rules, would have its 

^depdpris^lftjnji:’ f’S-j ' •-- ' ■ ’ 

A:( 5 )i^eieriemi;bpdy of- directors would be selected from leading 
SjBe^D^^'-jfbftvindustiyi recognized not only as possessing out- 
steudlngikndM'iedg'e; ' experience and ability in their own particular 
5dd btttialsdjWdxaVihg-the great quality of “ open-mindedness” tc 
alMifesfjihd^new 'developments; -. They, would possess the ful 
staiusrpfc'directdrs^. but each would, in fact, be expected to advise 
^p^^^fij^fproTO]biy;.i 4 :p'’' 1 .assume .'executive responsibility for, t 
parUdiilaf^foad . function' in’ the industry. r 

^©.^adfitic^i'tliere'-sboidd be one or two directors drawn frdn 
a-M^-padf&j^iatefitidu'sttial Civil Service operating probably, ai 
|n^Conbmc-;GehOral Staff under a Minister of Industry. •’* 
'‘dcyel6I>'ffiV53^'^- a chapter. Suffice to say nov 
mj^^cifah^ypidd.'.'be' whole-timfe.s civil servants of a new type 
^^duidlWVetpart'tiiiie. on the Boards of one. or more Publit 
CorjSpratio^^ we . might Tope to. secure ..a Valuable 

u^te’dficprpraihatidn between the Minister finally .responsible fo: 
^e;^tibnuclhnd>]Bnancial' policy.; of' the- Government as a' whole 
‘und^ffiedmerent(tmffs:engaged in the execution of .this policy; No 
; .onlym:^s;'Way ;wouid .a channel be provided whereby the partic 
u | a r:;problems of the industiy in question could -be brought to tin 
.Jfflpwl^ge.bf.the’General .Staff atthe centre, but experience gained ii 
^P^Hc^^Orajdoh'xould readily be made available to others 
iialogy;;' these > part-time directors would ; b 
■^f^’^V/l^yiwfioie-fi^eJcolIe^goes would be “line.”- T- woul< 
^i^^^fj^T.^sshts difficulties in organization and responsibility 
•^^ff^ar/.ijCjiYpuldvhayd. io be made.: clear that the function o 
was jiaisdn; 5 Authority would remain- with the.Boari 
^|^^^^^J^R^'ib;.^'-change'.in directive: from: the imme 

large' 'issues; oC Government polic; 
'^| I J|^ t §C^|Sorj^^s^.".mi^tTeeI it .necMsary to take up wid 

alferhdtiye WQuld,;bf.course, : be .tdsecUp 
a^parf-tim'e Chairman d rawri from fH 
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Industrial •C^vil: ; Se5woe.“.; i . , two<jn)Eii 'objtccuoiis jto xtnis,/ nowevei 
••are first that it is difficult to see how 
conciled in practice with the Ml ; responsibility 'of the /Board ahd it 
Minister ; and .secondly that we should 10% the great-. adVahtagl o 
full-time v Chairman identified: fully with the success.^ ;of ithi 
; particular. Corporation 

; • (7) As stated earlier, it would be a gre at advantage in piactic< 
to have at least one first-class regular Civil- Servant on ihe Board 
Such a man might wefi occupy the position of Secretary ' 6: 
“ Treasurer.” In such case, however, he \yould cease to be a Ciyi 
Servant (looking to the Treasury for p; iy . and promotion) . anc 
become subject to the same conditions aslhis cblieagties bniitiif 
•Board; . ■. • •••>-. ri' V '"'.j A-iVvAS: 


This, then, is a suggested approach to this difficult problem of the 
composition of the governing board of a Public Coxjioratipnl; ^Suit 
Board would be.a board of executive director charged, with theMuty 
of successfully managing the industry -within the general limits- d|ihe 
iirective given to them, and within the genial financial ; limits^laid 
down. Such Board would appoint such sub -boards and committees 
is circumstances required. In particular, it \yould be important that, 
rither by dividing the industry regionally, or. in some pffier' wayiHhe^ 
should be a means of comparing results acldeved by different jsub^ 
ordinate managements. In this way we might hope to secure ai proper 
spirit of emulation, to take the place in some measure of 
Competition. Once a year the Board would make' a publicAeport?to 
he responsible Minister for submission to Parliament : In this tliey 
would indicate the policy they were pursuing hi what tliey believed to 
oe the general interests of the community ; ^nd\wphld.subtnitihe& 
general budget for 'the, forthcoming '-, year- -and) -:aslcAfor.;'pgSiieim 
mthority 'to expend ^pital.-within^liiat; 

opportunity for discussion, where necessary, in: PariiamehtAahdTor 
my. necessary revision of their directive and for ahy re^nge, ih^&eir 
composition. Subject to .that, they, would be. 
hfeir work for .another year, very much - in -thb /same way . as happens; 
it a shareholders’ annual meeting ; with the difference that the shiire- 
iolders in this case would be the community. . For the rest; the a ira 
vould be to make possible the same fiexibility. jmtiative/ quick decision 
md willingness to take risks as are found in Well-administered private 
enterprises; V~.’ 

t^wffl . not be 1. - I do suggest;-.hpweyer, ffiat'afiy.vbther' hppro^cfrMllJ; 
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timidity, ossification and loss of 
j^ff^mitoin^et^e^efficiracy/ -I, dojeel also that the British genius 
(with [ts tolerance, - goodwill, willingness to compromise and distrust 
y of 'purer logic) ;is'^&^fitt^.than;any other to find the desirable via, 
. ;firafraiii|p&^ 'I haVe suggested before, it is easy to. state the 

constructive detailed proposals must be , 
(found Tn-day-td-day; working. 



Chapter X . 

THE STATE IN RELATION TO PRIVATE ENTERP.RIS3 

But, whilst there is an important and, no doubt; growing field fo 
Public- Enterprise, for a long time to come the greater part of ou 
economic activities are likely to be conducted by Private Enterprise 
. It is most important that the relationship of the State to these activi 
ties should be defined as clearly, and organized as effectively, fa 
circumstances permit Consideration of this is the main purposed 
. this enquiry. . • H 

First let us be quite clear that Authority (represented to-day' by th 
State) has inevitably a large part to play in relation to any form'd 
private enterprise. Let us be clear, too, that this is no new thmgrii 
principle. It is a matter of degree, varying according to circumstances 
1 mention this because some people talk to-day as if any oversight/o 
private enterprise were a new thing. This, of course, is not so.. Then 
were no doubt severe restrictions on private initiative under a triba 
chief l There wasn’t much free enterprise under the Feudal System! 
In the mediaeval world the hand of the Church was heavy andrtnt 
control of the Guilds was strict. It is true that the liberation of idea) 
typified by the French Revolution, side by side with the applicatior 
of mechanical power to industry, did lead to a great freeing of pre- 
vious restraints. There developed, in a real sense, a large measure.'.oj 
unrestricted private enterprise. It found its philosophy in f the 
economic theory that the interests of the community would best -be 
,, served; by each individual being free to seek his own self-interest; w 
no regard, or precious little regard, for his fellows. We n^'^hf 
“Invisible Hand ” working through the pursuit of • self-interest.,;'. .The 
' pendulum swung wide away from the previous restraints of 

religion. ' ~ .N'HH; 

But soon it began to return. As the resulting evils" 
apparent, the remedies began to be applied. As we have seen. Faqfo^: 
and other Acts were passed, restricting employment of ypung bh|(dre|,; 
limiting hours of work for different classes regarded as least 'ableTb. 
. . protect, themselves, and,Jaying down minimum conditions oFdiferet3i| 
; ’kinds; ■ 'Minimum wage legislation was introduced,, fifst" hi -a? 

, limited form,; but gradually increasing in its scope. Public nsSisjaffce.- 
V Was 'replaced, iii measure by workmen’s compensation and othdriprp’j 

; ■ : ' ' ' , 76 ■ - . '. 



ENTERPRISE' 

OTP%ia^iopingv-giSi^ualiy*into Rational insurance on ; a Widening > 

'and other, legislation, came along safc- 
^(S^ft^'innq^/^iiso^^’aghihst the less reputable manifesta- \ 
tiMs|d^®are^^^p^feventeiTprise.^ ; 'M this has grown* up -so 
^AmiD^^^^2c^e'sq'inuch a part of our life in this country that 
^XsotaetirSesSldm6t realize the great extent to which private enter- 
pri^^tittased^otbe; umfestricted.- But all this is accepted. Few. 
y6ol|l\ia^qptti the clock hack in this respect Indeed; we most of 
ife/ai^0ftb^«?e^ity--for its further development, in the protection 
iif-'ffie.-^ag^'eaMief as -such - and the consumer as such and in State 
provision ^Epk tliri > cif jzen as such. ' ' ‘ 

■^Ali^tius^hdw^yer, is, entirely consistent with freedom of enterprise. 

down what the enterpriser shall do. It 
^vi|^.;&r:^atheshatfnqt'do, or the stated conditions upon' which 
'wants 'to do. This largely negative function 
pf;^fSteife^hbw;geherafly.-accepted as necessary and,, on the whole, 
a^i^6eyr^v|:-; Av' ...vV . •; . 

-SPHERE of the state 4 • ' • ; 

5>S^ipk6r|^eitettd VI hpwevei f ,.4n turn, to lead to the -necessity Tor’' 
|ffli;ftfrther- ; a&ps:, ::I£ the, only alternative to work is really destitution,^ . 
^'j^'^em^foypd: worker .is compelled to. take -wMlever employ- 

remuneration he can secure, and 
wi^y»^^.gptt|t>}thevecbn6mic law Of supply and demand could 
Work^at|^VhateveF r cdst^ to -the. individual. But as a more enlightened". 

;9dhjciencd;refuses 'tp accept ’the logic of this view and greater - 
P^M^fis^ihade /for the . unemployed, an increasing and natural 
^iyingn^id'^eiopsatp.: appept.-just whatever, is offered. In-conse- - 

responsibility ,for the volume of . 
p>l«fui^ifti|6tal;«and’ , m. particular, ureas/' The acceptance- 'of : this 
IfgsMi^ntiir^imeahs that .the State becomes heavily involved"; 
^)?y|f^|ing%hich;aflects^die prosperity of industry. -It'- is no longer. 

the Stale the policeman -guarding property ; 

I'thejrefcree- hdiding- the ring | - the Treasurer collecting ‘ 
!;%: u^n,^&e^fia'ptpry:iiispte6tor safeguarding- the working, 
.^^^^whatqy^ eife prise. , sit beCome'scohcefned in the volume" 

"The. Budget cedses to be "a": ’ 
^collecting/ fixes 1 ; ahd^beSc6mhs : ,aai4nsti^ent , for-j 

.of: exchange (depending,' hi turn',;- on ;the ‘ ; }, 
•- "Foreign relatipnis are ’ 
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; directly- affected in their economic ■ 

. ing ;a- far -wider Conception bf;the ? Stated ' : sp£ere : *Sfe;in^o^j^ 
reports,, such as;the-^i^Rg^'-Mii^e.?5^^«i'dtaaiii^tti 

f T? An‘. r • -*T% A* . T T Sii',**! ' T"» 


This widening sphere of the State was inevitable even - apart froa 
wars: With , the development of - transport and cpinmuidcatidhsilliii 
world has been rapidly shrinking;, in size.and never ; so fast -asdUTh 
last few years.; Events anywhere in the worid. can now affect ernploy 
ment and its conditions here. If this were true of a world. at-pericef it 1 
manifestly more so in a world shaken to, , itsbdimdatiohs v by; miecoik 
world war. '-Every .industry, is now directly and .inevitably ^ affected -b: 
State policy in a score of different fields. Apart from the ihoSt ohyidu; 
strategic considerations, the -State is, now' concerned ;;with: frier; 
industry. Britain must be fitted into the framework bf the organist 
economic life of .the world. Each .industry in Britain' inust.'bfc.adj^fef 
to the economic background of Britain..' . In .a iworld-'.of'-WasBin^t 
Agreements, Bretton Woods, Hot Springs,; PpabartQh-;Paks^^ait 
other sylvan manifestations, only the State (in the case at any rate’o 
a debtor country like Britain) can assess certain situadonsindJsUgge^ 
the desirable course. These problems are -beyond the capacity|'| 
private enterprise. , /- \ > i v -/ 

We are faced with something which is much more fhaniheiogic^ 
development of the Factory ; Acts: The State must .provideritiii 
economic, background. It must , be concerned - to .see diat industiy i 
adjusted to that background. There must be some de^^ pf-Planiunj 
in some appropriate form. -.v.V- ' r 'v‘-:V ! 


THE PLACE OF . THE INDI.V IDD AL; • V. .- • 




It would, however, I submit, be disastrous . if this'Planniri^'deyeibpfit 
into Regimentation. Just as, the Sta te h a s: its part to .play, sdliasthf 
individual. The, State is, in theory, just thei;^me';S©t?;6f!md^idua^ 
organized' in ;a -different way p hut the - way of. dr^niriitionris.vyital 
Without the opportunity for ‘^‘Merchant,Adventmers,”:eponpmic-pro 
gressTvill lag. Without a. widespread disper»on.-of';respqnribjlit>yapc 
power, of decision and spirit of emulation, the whole momentum of bui 
economic life will he, Slowed. -• 

xnentJ : Without, the possibility of due .econbmic independence^thpp 
cannot bc.,real political freedpm.-.JWe must Jfld;1sbinem^ibs:df;re»afi; 
cihng: State Planning with ftee enterprise. IWe must preserye.;the.bee 
adventuring spirit , oPmanifrbm. die dominance bf i&c^f^fdj&acmne 
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can throw light on a 'matter of-' 
asl.wiite a- newspaper reference to a 
have 'been circulated' to Fire Force 
i-siA'i^s 3l5^..a*'-+t:^ .•. t&’o* -jUa important subject of “Chimney 



•^ 0 ^E 4 p]U^'.%duid;:appear to exist respecting the correct pro- 
fwl^icpfi^iiiiinjg'.fthe; above matter and this order is issued to 

£claf^Uie.lpbsiddh^V’' " - 1 ,.' - " - 

^t^fe; 6 iftp.^tatc ; - th&t-'iyhen an officer considers it necessary for the 

obtain an estimate for the work and 
upSt|aft^pphcatipriitMbugh the “ usual channels ” to- the chief 
slionaiiMre'f offiberi (accommodation) for the work to be done, iridi- 
a^g^^cpsi^nybiya|r : 'If the' sweep’s “tender” seems reasonable, 

be given in writing ; but, if it appears to 
(epicesMye^bther- 1 estimates' must be obtained. "When the work is 
j^titeH^atjsfactcmlyi 1 payment will be made and the amount entered 
bjoolci; f ;Then, in accordance with “Appendix 3, 
*af^ph"B! ! ^^dd'.;uh4er--;:F.A.O, number 99/45,” the sweep must 
^^^ffie/b|iU;;-^s^y?hen' found correct, must be forwarded to the 

the regional accommodation officer’s 
||^ip|^wh^;^;^(^bveiythteg has been found "in order,' the 
^f^s^hpat-h^bemadeup..'- ; ".- 

^^^^S(mfeie;^p^djire? ' •• Certainly : what other procedure 
bMd^ife^^^ht.-lay N do^rn? But consider if you can (because 
^^^iMHpn's-^jbj'-vdiat) industry could be conducted on such 

sweep may be 2 s. 6 d. The staff time 
?|®^'^ffib|b'^iep^tibn: (properly costed) would be many times 
%-^nait would 1 not- be given responsibility in 
^|^p.ft^^^sSe:,cbuid'bb';.tr u sted. If this trust were found to 
?| : ^|li?i^i®iWOui4;.be sacked. It-is as simple as that. It is a -trivial 

instances even in one’s own 
^^^^|^^toj>iy_ K cannbt;.face the competitive industry, of the 
i f^^^tibn-.whiere-such' things are necessary. 
fwv|)|?'l|?|^®^b^®^eme,fWith apologies, the State must in any 
^^f^^^^^^bhs(v^ch"in'dustry cannot perform for itself; 
f-M^l^i^l^^l^otbyunbus'onesjof securing national safety and ' 

economic framework within. which 
. In' addition to being concerned- 
-lb #;bifcihs’;Coridrtttme ^f.-,TnWd--k»,. 0 O p C ep ie (| tq see that- there" is- 

> encourage work ; that the total 
79 - ' ' 1 ' 



rHB coNCLysidNsjj 


of investment, private 

it’ll "+ rt A l. A 'Lt 1 . a ~ a '- .■»'. ■ v , . v " ." '. *'/ . '* 



consumption ls.mamtained by wise distribution of income; 

To perform these functions effectively' the State must coiisult 
industry. It must secure the expert advice of industry. It must inform 
industry not only as to its policies and aims, but as to the reason^ 
behind, these, so that intelligent co-operation niay hdpossible^Mn^S^ 
provide a free and ready means whereby industry, can- subniit its owfl ’• 
yiews. For this, organization is essential. The -State- cannot , looh' to 
deal with a multitude of individuals on questions of policy; Wdugh' 
it must consider individual cases in the application of.polici^iv^V^I 

Having formulated its policies, it must be concerned to satisfy . itself 
that, in the broad, its policies are being followed by .'industry, fyandl 
take any necessary action, and be in a position to- take any necessaiy? 
a ction, which the interests of the CGSiXDixsoty demand when- itspoYici&s 
are being flouted. •• , 

■ All this must be accepted as the proper sphere of the State, to-day ini 
relation to industry under private ownership. But, and , this ; is ; flie,: 
main burden of my. thesis, subject to the best interests of the coni- ; 
munity being served and safeguarded in this Way, it should leave the 
very maximum of freedom of enterprise and decision to the operators 
of industry. They must see to the sweeping 0 f their own.chimiieysjf 
The State, where circumstances warrant, should say what mustnoTbef; 
done ; it should make clear what It wants to be done ,\i tkhphid^te^ 
the aims which' should be achieved and the penalties if. these .aimsjsfe)' 
not achieved. But it should seek as far as ever possible to refein fypmv 

ItitMtifr inct fliAea nimo tvmrf 1 Ko o d Ti ViUrtiiW ' 



an industry the largest measure of responsibility which that ij|hdiiStfy| 
demonstrates . in practice its capacity to carry. It can rightly; say plat y 
new industrial enterprises are not to be “ located ’lin. a ceftam2areay ,; it| ; 
can . suggest the economic, and social-advantages of another ar&fwhOrfe 
employment is required. It can offer inducernentsyto go. ; therec^'Bjtgf: 
while industry': is : under private’ enterprise it.should’meverisSyfwhefei, 
an enterprise must go.- 'When -it .directs decisions hffeefing;the^u^^s|;j 



fySo.long. as it is felt that ^ a' particular industry ■ C aftfb^be;cdhj|iK^d|| 
‘byprivate enterprise, just', so long,sho.uld’ decisions T>rithm' : atiy : genej|ij 
xCgulation' laid down by law). be left to the -judgment, ;6f;thpsefybn|| 
cemed, .except where the. best interests of. the:co«miimifv;<^ajSyi»d^vi 
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THE/STATE in relation to private enterpri 

'etneiwise/^ni^’f ^ diE&a&trof all— the one most .mimical ter 
■cnter^nsei:ahd; : resp6nsibni^— -is- that under which ' permission- must 

any action can be taken. Let the still 
•fiiyatbly p^dtiidustties’ continue like the judges quam diuse bene 
%eyjeWn/' i -Bufihg:lgood i behaviour. ' Eliminate them if, necessary ; but 
W the'-meantirn'o don’t cramp their style. Let us clearly recognize the 
^(f-nifety^txtyesy first, o£ : State control and, secondly, of private enter- 
:^r(setyhder'.cdmj)etition. Under the right conditions and if competi- 
is! really genuine, the latter, within wide limits, can be a vety 
^fftydye.insfrumeiit for securing the right ends, of the State! The 
-K|^t:4c)dvb ^'ban be regarded, even by critics, with a much more 
r sy&^itKetip'(tye if it .is recognized as operating in practice (as, in fact, 
-Mafgely does) as “ the avoidance of loss motive ” ; that is to say, as a 
^fieasuriiif fdd, leading to a constant urge to reduce costs by increased 
dfficiericyS^, As! Ivfr. Herbert Morrison said in a broadcast to the 

_ 

*’lsf ■ tMy one justification for' either nationalization or 
:0.pnVate OwnefsHip^that is,- efficient service in the interest of the 

i^^f^iiy"4atipii?d^ti 0 ii will secure this result; then we must 
|: tiafTonaii&'. - But if private enterprise can do it; well, then let private 
■^enfeiprise reiriainv: Biif it’s got to be enterprise” v ' ’• 

-J r ■ - 

‘ >' RESTRICTIONS ON ENTERPRISE • 1 ■ 

,<?<'»#* Ay m :■ , , 

,♦ * '.-l*- r+ r iv k ; w» , ' •. , . . , • , 

’*•' \{ r - ’ . , 

.^|f.,basyfe6t‘tdbe enterprise ; not private exploitation dressed up as 
^t^n^;-nbjt;resfricti6man masquerading as competition; With that 
Lieiftirety agree. < ‘Manufacturers have themselves sometimes to face 
pncerihg^iyhether private' and sub rosa, or respectably backed by the 
Moty-dieir own attitude to theses' They can recognize 
: Cpihniunity • as*'a' whole is entitled to take the same attitude 

by themselves. It is said that British .. 
^odbyco'iribed with price rings and price understand- . 
;\^|sV.|/i® shppre&iOh of 'patents and misuse 1 of , patent laws ; and that . 
;:inefficieiicy' : shalte^/behmd ^this protection. The Tory Reform Com- • 
'^mitteelrity Tools for the Next Job ” say : \ ’ -y ' '• 

^ s / Beadfijg for a situation where it was 
less 1 enterprising.” • r , * • 
^^^^MoUS^nd damning fact- and it should be put right. 

industries .where It is 1 most Clearly and 
tKe|abte. I don’t pretend to know 
be obtained by thorotigh and 

.-A- ■ gl - . 
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m an industry wanted, protection,' and & 

majority iri volume (probably operating at a--&gtfeT.'levef o£&M\incyf 
did not; Conversely; there might be cases' where a minority:. bt largV 
firms wanted authority to enforce' restrictions and a rha|ori^M:smah 
firms wanted freedom. Each case would have to he considered 
merits, regard being had to the. balance of. view in die* ifidustry’bo^ 
in terms of number and volume. In any case, however* %hdtdverlife 
balance; of view, the determining factor in decision: Womd' ; h^tfe : 
public interest, impartially examined. . , ' l' 

Incidentally, the necessity for seeking approval in this way (with 
its necessary corollary of the possibility of wide and comprehensive; 
investigation followed by continued subsequent supervision) : mighf 
well lead to many industries deciding that the balance of -advantage' jay: : 
in freedom. The terms for protection might seem too severe. -.True" 
enterprise, with all the hazards of competition might seem the more, 
attractive alternative ; and the total field of -true enterprise be widens 
in consequence. - ' ' - . • 

In cases, however, where the views of the Ministry were sought dm 
particular proposed arrangements, it would have four, alternatives;; 
open to it. it could either— • 


(1) express the opinion that they did not represent any . untehsoh-; 
able restraint- of trade to which exception should be takerii..- ;|Iliefe ? 
; would be wisdom in the de minimis approach; A tolerant 
I., might Wisely be taken where restrictions might conceivably ytpWii 


sent a technical breach, but be so small 

or limited as toybe.-= 

innocuous in pra 

be free ; 

to go ahead ; - 

■ ^ 

y (2) express the 

breach. 

which could not 

wal/m-'; 

default- of which ; 

ptfMy} 

(3) - merely 1 dal 

furthriy 


^"notice ; dr; ; ....... , • - . . _ 

■ (4) ‘license; 'the^proposed. arrangements for such'time and under; 

i^suchmonditionsiaS'migh.t-belaid down m ihe'Hcerice. ty 

iJdf view, and- th’e.pariies:cbndept||^ 

did .npt'ucxiept.its Viewsytlien appeal .would lie to the 
^4^'^app^bacfc'may or. may not ; be right •• in;-;demi];-;; 7 ,- Ah,'; hp#e||ri| 

With y omebonfidencev Is; that -these :.questin H c ' Af mnbnriri v_‘- restrictive;: 
£ta’cfic£^^ y • 

! 6 / : 



THE STATE IN RELATION TO PRIVATE ENTERPRISE 

v:' adequately be dealt with by a Tribunal or Court alone. , 
^^e.n5i^ : >pf , 'tlie‘T4tiestions arising is such that they must be dealt 
■' -$■ witli iairgely >-by continued and consistent action through the 
^adniihistratiyeThaichihe of government ; but 
,V:^.(2|;it. would be Wrong in principle and unwise in practice to 
|>;jea% to' -a Government Department the final interpretation of the 
The Courts must be available in the last resort to protect the 
% subj&t .against, bureaucracy. 

•)' ./■’raefe/mustj ''therefore, be considerable delegation of administrative 
and .discretionary powers, safeguarded always by the ultimate right 
of appeal to the Courts. 

^’’Assuming this broad view to be accepted, I return to my particular 
: ; fiieme,iWHicK is that whatever function the State may be performing in 
reIaUon to:industry (that is. to say, in this as in any other connection) 
at’ihbuid db it in such a way as to leave the maximum practicable 
: tooni r io|reihexpnse. Tohowing this Vme oi thought 1 will set out in a 
following 'chapter how it would be possible in practice, even in this 
! .''difficult; : Matidn ship! to unite the technical knowledge of an industry 
;wi|h:. the,' supervisory powers of the State in such a way as still to 
'Tetain^ade^'uafp room for flexibility and initiative within the limits 
: laid down' by the State. 
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PRICE FIXING 


But, before we discuss; in more detail the best .organization for over-; 
sight of • industry, let us try to clear .the ground by consideration of one 
of the most difficult questions likely to arise in-practice invconaec^dr 
with the platters we have just. been, considering,'.' nimfelyd?whaf^ 
“ excessive competition,” and, in turn, what 'nummunr. price fWQujti 
be a- “Tair. price” to the consumer. , *1 ’vy- 

; Under a jaissqz fairs system -of private enterprise there is, bf 'coursej 
no ispch thing as. a “ fair -price,” The price the consumer woujd : expect 
•to, (pay. is .the lowest price (irrespective of “fairness whiclr^iij 
produce :the .(goods, in the quantity, and, the quality (desired ; ;at the 
moment.,.. This may be a price which, represents no more- tharivh 
reasonably attractive return to die average efficient profincer , at -the 
monient.c^ It may, indeed, in the short run, be considerably lesseyen 
than this! It may be so low as to make continued production 
unattractive even to the most efficient producer ; or,. even. if ‘acceptable 
to him, it may drive other higher cost producers out of business. This 
will not happen. in a day. Businesses will struggle desperately to keep 
going. (They will, write down capital, and seek, accbmmdiladon- with 
(additions., -• When," ultimately, they do throw in. their- hands, H-sqinfe. 
others will take them over, hoping to make good'wvith 
plant by reason of their lower initial capital charges^.' The . business, 
of, “capital consumption” can be a long-drawn-out process,! pginfut 
even; to, the efficient firms and reducing their earnings, to .a'pbint';at( 
Which they, in turn, cannot fully maintain the ' progressive efficiency 
of their plant and provide for die long period research ( arid develop^; 
ment which die situation demands. Moreover, even the , intbrqsts.Xof ’ 
the (consumer .himself may- be prejudiced, as somces, pf i supply 
gradually dry up.. ’ This can be true both of industry and of agriculture.; 
(( : ;:But(even if the "consumer’s 'interests are still .served by difejprobess^! 
and jf the most; efficient producers are content, wediave' still; to 'hjSfei 
at;the : matter from.a wider angle. . There is the. standpoint, Of ; tile ;Iesy 
efficient- or higher cost producers themselves; who, go out of business; 
and -whose papitai isdost,. There is the' standpoint of their employees,;;, 
ft'ho. ’may . suffer continued loss of . earnings - and 
unemployment. . .-.There is, behind all this, the standpoint ■ of the corny 
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become derelict, distressed 
of social ; capital, be 

wasted-jin thoks-areas. VA vicious spiral ;pf -depression ,‘and unen}ploy- 

-ever-widening effects. . Wc must 
press .the argument of- the survival 
eiiBe: io,west Tqsbprbclucer to its- logical conclusion. We must re- 
^p^^M^dw6yer*'’'d)tilcuU to define, there’ may sometimes .be 

be "excessive,”.. and. call for 
||^f^ga^^;aQti<m:to;^deet it*/. . ,'. . ’ 

-for a moment minimum 
business all firms' in an industry irre- 
s effi0|eiicyi. ^'• Tlaat. .way lies stagnation and, if on a large 
|b^g| : ,K^e|i«ati4nat;det»y; \ : . . - • . ' ,. ,* . 

%^ete|uic^e^s;e^ttbjishpd, therefore; for .some- degree of minimum 

clear hnd careful thought to the . basis 
^^^filch^tfai^'ISsttp be v; ’operated.. -. The price cannot be based -simply 
|fip'omdie.;figures';'of- the -highest cost producer, nor upon those of the 
j|%^|^upy^4^s;insufficieht.to talk about '“.costs of the producer 
^M^emgeie^ciehcy/’ff. Whatflre “.costs ”? "Are they to be.basedlon 
;^~^^..^sts\bf-mhfetjefficient producers or the prime costs of- leSs 
."^BiSent :pi'.cd uasrS?- : Wliat ;is' •“ -average and is the average cost toe 

cdbqmtmxty,? It is .difficult to suggest s 
|fdMu^^eSny;ipplicable;-to; ,aU~industries, / Any minimum .price 
i^l^^e-^latwftora particular industry at a .particular time •; and 
|||e^^y^nj,,demahd 'ahd'on clear proof of its justification. But,- .in 
i^^li^^’bulidiseems^a.t .'ffie' .level to be chosen should , .be arrived 
jfie;%hole;,range of .costs ,of different producers. , ;Ii 
|^P^f^pj*^|^ia^ii'..the posts of- either the lowest or- the : highes: 

some intermediate point. Moreover, -tba 
jemain, fixed. There is a great deal- to be said, both it 
and. of common sense, -for giving a. breathing 
^§^^3ori4^.^cii«it-'prodij[C!ers' i -tb increase their efficiency and sc 

There might, for example, be a case fo; 
price' should for a.' certain period be basest 
three-quarters of tlie .Way up thi 
cost';, land. then; later, on the total costs bf thi 
(he: way up ’ the scale. . Alternatively,', the -pri ci 
oi the 'ptoducer somewhat higher uj 

|P^^^^^^^S^^^^^b-,acetount>s;ii#e#i:s the.humbe 
p llalf die production: may be in the hand sof.10 pef eeh 


; ;the conclusioi 

, ' • ■ The . effect- of such; a. 

maticajly -to-Krihg ':, ;do^^ei ; mmimum^ 

* • In granting . any 


The question still remains as.to^yi^ 
any such, permitted minimum 
Clearly it- should hot '-W-leftHsblfel^^ 

be to throw too heavy a; burden- of ; responsibility', ; at ahy ratemnoimb 
times, on any elected industry 

thougli such a committee might well be askecltp operate a schemhhnce; 

the formula: had been 

We have seen objections to that. 

accountants. They- would 

But they would only -rarely 

stances -of the industry. i> On the ■bne hand,y thereforfe,;,:tiic^^igHt : fix' 
prices on h basis which while satisfying; some, central ihstruction '.oh 


;-v 'There maybeno:shgle;bestWay,'but,;the'solutipnT;wiiIh^o|i;in: 

the next chapter-will be 

tviiti-oo in. on inrlnctrv rlicrllCQP.h 5nirh1v ~iv5th, inderihndpnhOoVernmeiU> 


industry, and finally approved . by appropriate 'Govefnmeht; authority 
in the light of its own experts’ report.'; 





'.Chapter XU 


^/fHE WfTIi: PRIVATE ; 


ENTERPRISE 


as W© left it in Chapter X. 
has a large part to play in providing 
standards and conditions designed to 
Meguirdfll' wprkats- .ih their employment and in their unemployment, 
in“^|h'sicioiess,ahd.in ,’thelhhld age ; and certain minimum standards 
b^^t^qr^M^ptibh^desigied in' turn to protect the consumer 

■ < v r'* .<n 11 *- n Ua o rlminirfararl 


^S#e^1o^%in>.3Seis^^rqvisi6ns will continue to be administered 

n P+J' Cl A-t V^-^ hi rriWn E FlnncrfmAnfc TilC JsiW Will t)C TTiads 


t>0he;a)ppfbjpnate';G6wAment Departments, 
andmieflaw-' win he' administered ; 


yt^S'^ggeSpi^lipweWr,.that in addition to this, and in addition 
^^a^|tffi^m7^^^pohsibflities in connection- with nationalized 

ni|^^^| ! t dr£f^^i ?should 1 ; 


V -pp- 




^(ife|>^evide'fffieV:brdad -economic : background for industries still 

;^Ci(2)iTay t d V tH^broad ^ lines of national , policy in relation, to 
in'd,ustt^4%d ? : the aims/tp^be achieved -by industry (for example, 

•export policy, the. necessity for 
^cieiiCy^aM^thbhfciigations td^ployee and' to' consumer), setting 
^M^"?®}^^^ssihl^in‘, a' .cods of principles to be followed' by 
mditl^^ndisee^tbht^at as far- as possible conditions are such as 
^j^^:&e'ac^eyemehthf^ch-,aite;pbs?ible;- .. 
teYvi’Skii -|j -being achieved in practice by 



;ti;i|^s|subhiiHed..fha't : the ^interest's of the community, might best be 
^^^h^dj^g^orthe orghnizingpower of the State, the driving force 
prMte/iaft^innse ;• by- giving .the greatest induce- 
f oi r show i tself by exercising any control in 



>:.* JKfo'fittwi- «_ oisanlaaiittian. best fitted to secure ; 



-s; . qi ■ 


raE£ : eo^Tjisi^ 

ON THe' sIDG- tiE GOTORNMEKT ^ 

» >*{/ V. "; Z 'J^X 1 * ^ • ";,V:/ - Y^vA'*^ 

' £L — UA .it 1! jL'-V*** ' J * .'SaV 


omamzed£//IdeallYjtfCTe£sli§ifldj^gQna^^^^^iB ^^^^ j; 
broad 

Ministries/of 

is not to deny that the Treasury, must continue, to deabwith^ 
financial policy, . It is not to ■: suggest that: there janot ahiinpoidahtpai 
to be played by the 

however, that as.iar ;as possible, : bbth i in.;its : iprvn interests andiinvfair 
ness tt) industry, die 

would act , (as in somemeasure dhe/!B0ar&/dflT^ 

■ ' . : ■!; ■ , •- -■"•>' ■■■ ■■•'■ ■ '•- *■' ■ "t??-r i, O’ ;>.■-. ■•>”*>,;. .v,air. ? -..-tv 


; -’i, ,vj*' **’*£- v\- . e * y T > a* Y/*<0'K’^' vVy* »C>v 

• Wli'at is Visualized 

founded upon the. Board ' of 'Trade and/; absorb some of its function; 
JFpr .our. purpose, its main f unc t ions, wduld be: lp : adyise: : mdustiy'‘as:t 

t f* rt ♦a / si » r n «»v< » /"it- . r» f 1 Arl \+A' MflVTltpf I'OI sTi 



** Vi^rv. < , ' v . *■ <. V ■ ■■' +■« ■* <« ’ *■* </* .ji ,♦.** ■*' /•/< ^ i ' "‘/V--/ V ^ i * r '""'o 

- "/■-/ --/ "';■; ':“ • • AN iND^gx^! 

,1: :%V '■ *'* ^ 1 ' ^/, \ . • ' 1 Y^o3-V j.\:- vV^a'vV*’^.!^// ^ {r v ^ ^ V' f ^ 

' ’■ XTa 1 ** ' i 'WfivmAnA o t-i rfV? V A t 'Wll O - A /V*M* 



but, in/addition,:and as an essential prey:^guia't^t|jOSe^^;^^^ 

’ 1 ... J ” '<• *'1 ’ ’ll _ li 1 L’T- w « 1*. • ~ . -.1 li T— 1 A \t}L. JytA' 


' • < , , , , v. ^ / .* • ■ </„ ■.'?■>» * „'•* a , ' y %• t,- •.'V 1 ■ * v_ v -’.^-j‘ ! j ja 4 *"Sv %b 

'AKiinho Atiir AlA'jv'hrtwr.KftiK a irAonrrj ..T-H<i’i>A ufAVflie-'Rnf ishiCHvii SeirViCC 



/ ► * X'" ' ^ "* 11 ** £ , ** ^ \ * ' " *•* *!*£,* - d .. ^ **, £ ( *a/ 4 !t 

d-» Art AAAA'iYntA’rtfi' tin. dtinn ‘ o .Mono rffOonf ♦dnll 



' coming .less win: uu 1U1 . 

’ Sm^rc^'We^^'men^WTio. h^yeiWptt .., 
s'^'i/i6x^^'^AJi'i^'- n ihpff -tin A 'wrlin'- would .hi* corresOondihalv . ' 


woul(i be correspondingly 

^^ccp^Wdus^-ISiiciyriien could; no 


, no doubt, be found who would 


be ; V/illing to : transfer ; tlVeir , abll it itis to the service of, the' State provided 

A” h?J oV 1*1 & ' *4*4 S jnm «T. r^t famTt^aVrtfinn Sild Status* 


$6y^^W^M^ble3;oqhdhiohs-. of remuneration a 
Many^iich'have;gtveh;theLr ; services: during the war-, H would be a 

that they should; sevef connection with 
s^jS^otild ’he drawn part-time directors to 
^ii^;1^I^0^^®So^;.8S;su|ggested in the chapter on that, sub* 
^^iFrdm^e:samh;|taff;ivq^d;be'aratm'the-Govetiihient representa- 
tioit’ ; io^6ry'd ife'lbodies mentioned later in tliis chapter . ' • 

i3^S^^j£6^’to^i^E’tifei^’^i6se'-'iiidusCl3ar civil ,'servaijts would be out- 
^^|^e: ; So,yg^&eh1tai : machine, any more than is the case with • 

The Ministry would b&ve : a bade-. 
hbn&Of;^ with their, knowledge of 

Parliamentary procedure. The con- 
-ttKt%Ci^t!v'm^ustpy>^Qrtld- ; ^orarlaUy,-Jiowever, be through the industrial 
l^-^^l^.lsiejfeiffl^^ant beedme industrial civil servant Their' 

detkil later. •>"• • 

^.^^^(^^^•;^|^l".grdviabnv any marriage of the State with 
~ ait ^5Sj<^dMbd:tb;^ultirC After considerable experience, 1 ahi 


: : ^Policies alone, hdwbvef 

■Sdiindiv: lhasp.it' ' ivilV fail' Without thft rifrht instruments. 


Without- the, right instruments. In -their 
^6^^.^^jndustry-'wiil- be hedged round with jrestrictions-wliich 
^t^^fbyjyOdSti^'^ad -idieive' ;■ oil perforce, we shall, run the risk of 
;^^^pv§ttinicsht- ofahStfstry; ’’.nthich' will not best serve the interests 

have real knowledge available dr" 
would like" to consider an 
of: vieiw on, this subject are; referred to, 

L lTt~t 1 rfrif’P^f/rf1t1tnO lib' J)c.)'liOQ{ t (l(ic ' 1 ^ 


Ttj’i. ,‘j. ’ * _. . • .1 i ^i . o 


' ~ ‘ ';Ki 7 r T •• * ’■ ‘ - ^ t „ w H u L a ry / 

vil, 

Teaciiv: iriciustryi ‘ ,or ;; each, homogeneous unit ~of industrial: • 
pf$g ^hp^diSay^fsc^'eilshjtofiie organization, ;or organizations^ to '_ 

cannot be expected to consult with 

.^^^iial.'$aanes^' ; !6h*,6mattefts; of. 'firoad industrial ooliev. But' at'\ 



THE CONCLUSIONS 

(1) those, industries which are* in fact, normahy organised broadll 
, on a basis; of free cprppptitipn ; 'which ^do,' in facfr .represent “fie 

enterprise ; where the interests of the consumer are, in fact' ndfrnah 
- safeguarded by ' competition ; and which do not, in fecti- seek;.? 

impose any monopoly restrictions.; 
and, on the. other hand, . - • * . .. /V" 

(2) those industries which, for whatever reason, however'good. d 

impose or do seek powers to impose, restrictions on what they rCgari 
as “excessive competition”; or where, for whatever reason,.;! 
cannot be taken for granted that the consumer’s interests.; ar 
adequately safeguarded ; and - ’ 

(3) as a separate case, those industries (whether falling within ,(1 
. or (2)) where the Government find it necessary for the time heinj 

to exercise a degree of control arising quite independently of th 
wishes or views of the industry concerned. By this, I vmeai 
industries, for example, where by reason of a shortage of a, mail 
raw material, the Government finds, itself compelled in the interest; 
of the consumer, or of equity as amongst the producers concerned 
or both, to exercise control over allocation of raw materials^ 
finished products, together, probably, with controls over price ;dn( 
other matters : in short, cases where circumstances commonly .founc 
in wartime do in fact continue in peacetime to such an extent, tha 
some form of continued Government control is for the time bcim 
. .necessary'. ... ■ ... 

Clearly cases (2) and (3) can be sharply distinguished. • Case .(2). arises 
out of the desires of the industry for certain controls, whereas -ih^se 
(3) the industry may desire nothing more urgently than freedom from 
all controls and restrictions at, the earliest possible moment h{.Case^2> 
may:be a permanent or quasi-permanent control, wMe ; 'paSe;i(3);ma^ 
be entirely temporary; until some external condition 'of \ shortage's 
removed. , What they, have in common,' and what distihgiushas ih.em 
from, case (I), is that some form of public control is for the time being 
necessary. We have to look at them together, tlteref ore, and. distin- 
guish them from, case (1), simply in terms of organization injreiation 
to the State. Clearly, this is no reflection on thdse.ehgaged:in hjdu|teie| 
falling under this case (3). ' ‘' : V. 

■ • ; Equally, in parenthesis,, let me' make 'it clear that in .:mabihg/||i? 
broad- distinction between cases (1) and (2), I must hot be takenvas 
suggesting that frie former are; “ good ” and the latter “ bad-’^^Kfjish. 
practical and not u; moral .distraction. Xh6 former jinay^ ind|e^ mb 
competitive ‘against their .wishes.!;' The 'latter 
' : 94. " 





actidn;v-;<^ity knowledge of all the. 

.WS&tii^^'^S^AfCa'jftartfr^rifaf'fai'sR-’ rmilrl iiistifv anv -moral mriefnent. 



. It justhappens tliat.my experience 
might well have lain in the latter ;’ 
J-^ght well have justified some 
servant of the community, 
jbf :hiajor importance in relationship to 
r|fe|^te;ia4^^^ffisCP^ pi®inization. What is to . be condemned is 
^^ec^fa^spmeydc^eeifdf- restriction, nor -indeed of monopoly. 



that the action taken or proposed to -be 
j1S}^bjii{fe'f<»iL i>e . justified to the representatives of. the 
^&fim^ty, and ahdfild : be exercised under the supervision of the com- 
|?|S^)^fph^ : .its.;^i'qsefa 'instruments. The question is not whether 
; should- be controlled, but whether action and 
jfl^^^'^j^b^indi^^^cal^ble of being anti-social in their effects 

--- control of industry but control of 


,.,^ a *’£m&A0B ‘■ASSOCIATIONS 

r. **.>.: * < V "J ^,<VVV *yi.7 <?,*.'• ' . • ' . '> 

•♦•X •>.••. - - ' '• ....•- 

; *?§ .^relevant; “* to our particular theme of the 

|^^^^^^^^tidii§:be^e«a'the" : State. and private enterprise. 

?we; - rnu^t distinguisli clearly between those 
|^^|^^ii^?h^^iie?-fe;fifee and; the safeguard to the consumer 
;^^^;^&^tipni;:andf&dse where ! (for whatever .reason) enterprise 
^f.^ ^pe-gtaj^br'.^gs jde&^rt^nctedahd where other safeguards 
^^thftefprec^dl^i *for. ; ; in the former case all we need is organization 
t*f$| j§^ht0m;me;iktet£^p're^uire:oi^attizati6a for supervision, and 

orafroi:' In4fie former- we heed an 
-for;, consultation or . for voluntary 
y °r ; ttie. .- iprovision . of services; which, for the 

we vnaaly ; id^cribe. 'bere as an “Association.” In the 
designed - to exercise .effective control of 
'-'C^mrnf*fwihAiKV,^i;^%-in'i«;a„ h *i.; £■ i-r-i. here we will refer to as a 



J|^P^s'o(;Trade Associations :at the present time. ;.'X . , v 

the Board) would generally • 
bf this nature in the industiy. ; 



kTHEkod^pLUsiONs ' 




• OTcm.ociiuip;^a5,ine: ; r.«vi;-recca^enia;;.vyoma,b‘e{m^ 

• yided that inspection of iisMes of ArUcles; ahd an^other^s^ 
investigation* showed that.its objectsVwere iiot hi'diiy Way'jcoiitrs^'^tp 

' , or t6 P uW *? 

• . officially recognhzedyjriaiiiof 
, Membership would be open to 
The State would .only 

Organized as to he- nr"bp;hnnhlvWnT.'Ki».miit. tsrASJii;. 



membership would be 

opportunity to influence the' - officially ;S tiited ^y ie^p£- tlid -mduitty : 

fnerpthm- vuiflY ilip> tncsl +1Ao 'nvtir .18/sai j " : L !• ijfJz.Kj.i-a'i&N&i.fAl '$ 


Association. 


i or the benefit Oh any . services proyidc^Tvtthe 

v - . 5 •.;* y 'i y:i" -<} - a » *• 1 fa?- I* > & 

* ' J 'v *" - /• V ^ 

l /'K\Vi>f Clink W •i'ttk'J'Jt*:'}' M>> ’ 


l ’* ' ‘/fafafafat: ^ »*£>} 


. . ion >be tweenh fie ; 

' industry and the Ocfrgtioffi<&$ 

(2) 'To represent the:' view's; of -the industry in lhid dr ^ntindier ■ 

* relations;" •- : - >- 

(3) To collect ; ; statistics and promote the ^ihtercfiangd ^bfeihffiranfe 

don between’ members. .. - / 7 ■ ' 7 : ■ -fa ? v 

(4) To establish efficient and uniform metHods bf costingdHrpuglir; 

. ^out the industry; • /• '.'•>/•;•' ' . yfa ^ 

'(5) To promote '•the’-dfeyelopffii^^ 

(6) To encourage 'individual- 
. (7) To promote. 

engaged in the industry."' ’•-• * .* [' 

•' •’ , (8pTo;assist m' tlie general iM|>fdyemeht7of 7^ali^ahd!_jfl^|i3^||ri| 
Mid tO 'riroriidtd'Wlierft RiMfable-a v 'due:dearee ini 'Wnndnrd^MTdhVi^T ,% : 


iiel ...... . ,. 


. (9) To; r establish aj 

' . ■ : ;. practice for the guidance of - members .. -m^their-i-f eT|fions"^ith^n^ 
' . another arid- 
■ "' buy and to’ whom they ; Sell;’; 1 

^-itTuight-TeTound/advisable foh.a Gpv^rintcht' rejKesed^tiyd;^;; 
•' attend:Th'efi£in'c^.rWfteftVihfi^R^Vv. i .ifo exiniain- thW C^HvfiVhlheht'tibifit'iofi 


T attend. meetings, 

V -view, and to ascertain in 


1 f ftitf »' 

„ v . isociation c 





ix’J r ?& 
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THE : 0NK : WITH PRIVATE ENTERPRISE 

decisions, or or arij' sori of cphtrol being exercised by him on behalf of 

would be a. voluntary Association 

S^^^^liaUoiisVsw?^ ’ : ^ e associated or federated with one 

Jsultat>le ; and means would be devised 
S^p^^g'^^^expressidn' of - their views on broad issues of 
iidUstfihl ? pdlicy tlirough a national body like the Federation of British 
nduStjfes: --y':' ■ 


INDUSTRIAL BOARDS 


’|ri^tCds^pf;cduTs^‘ nothing' very novel in these suggestions about 
frade; : &ocidtipns : as such- (except as. regards Government liaison). 
B^?|Cj 5 ii^nt^E^on:'practice in many industries. Anynovelty lies 

-sake, of contradistinction, I have called 
‘<Bdai^;|;|^aM*sug|est ;is that where (a) the Government decide 
ISt^i^^imSl^d'fes&biished by an industry for the exercise within 


preyiddsly 

.t public " authority, or (b) the Government finds 
:for ^wli^|eyer reason, •• driven to exercise certain controls on a 
^tfiCulal^dustryi’-the normal instrument for this purpose in either 
xis^Shoi|d^be; an.Industiial Board. - This would be operated in peace> 
^eJbH'spme^haVlsimilardiiies'to.the Wartime Associations described 

Words,- instead of government by external 
e^kDfders'and/bf iby intermittent supervision by some Tribimal, I 

Industrial Board, authorized to exercise 
^^;ij^|M^^erel ; and/OT to perform certain specified functions, 
^^‘^fflunits\,df i .fhhlicence granted or directive issued, and subject 
!|>^^pfinciplCs /laid dowm in such licence or in separate directives. 
^P2^(^^^6^d^dasist'dii : the main of leading representatives of 
l^^&^^H^/stale^^icin. effect, a “technical civil service” 

the industry. It would perform 
l^^jpn^eh^ctf j.&Kindustry ' as well as represent the views of 
^^^^%lt)^^d£'ithCTefore, be self-government. It should. 



r}®Av'K^P|ild;be:jsupp6rted so long:^ and only so long and so far, as it 

l. ... principles laid down by 



V namely, that the State 

... ..... .... • v , , v ... , . .jx .. . „ , r more nominated -repre- • 

' decision to the -Ministry for’ 



further consideration, and meantime, in so far as, necessary, to . 6ver 
ride any decision felt to be outside its. authority, or contrary to public 
policy or in conflict with the aims and principles laid down by flu 
State. ' C 

Whether such Boards should include trade union representatives- fc 
a matter for consideration. At first sight I should think not : In :tht 
organized industries there would be likely to .be National Jornt indus- 
trial Councils capable of discussing economic, proposals affecting 
employees in the industry in a far more effective way than could be 
done by one or two trade union representatives on such a Board. Ixi 
the unorganized or less organized industries there would be fUrthei 
difficulties in securing due and effective representation for the laboui 
point of view. In short, whilst the employees’ concern in the industry 
would be fully recognized, it could, and no doubt would, be better met 
by other machinery covering the industry as a whole, as distinct fipni 
the particular and possibly limited aspects covered by such 'a Board: 

As to representation of consumers on such a Board, I doubt whether 
this is practical politics. Apart from anything else, there is always the 
prime difficulty of finding “ representative consumers.” Their interests 
would be one of the prime concerns of the appointed representatives pi 
the State. * ‘ ■ , 

In the case of these Boards (as distinct from Trade Asspciafiohsj 
membership would be compulsory ; and the constitution would havedo 
be carefully framed to the satisfaction of the State so as to secure'due 
representation of all the different interests of the industry. 

Whilst such Boards are proposed mainly for the exercise'; under 
supervision of such restrictive action desired by the industry 's 
be approved by the State, and our arguments are mainly .addressed;, to 
this aspect, the same organizational approach,, as we haveseen,; could 
obviously be made in other cases. For example, a Wartime Associar 
tion such as I have described in Chapter VII could be, continued ;as ; :a 
Peacetime Association to the extent only and for such fimelohl^as 
shortage, or other special conditions, .justified this. 

. I would hope that the general case for this proposal for^Indpstriai. 
Boards would appear from consideration, of the experieiice;hutimed 
in Chapter VII (paralleled no doubt in other similar directions); 
Briefly, however, the reasoning behind it is this Ay... 

(1). No industry can properly claim to exercise 'mpnbpoh^pbwer^ 

■ restrictive of the. freedom of those in 'the industry*;; ormfipotenfial 
• .entrants to the industry, or capable,, by elimiaatihglcpm^tilidff^or 
operating to the serious prejudice of 

. ' 98 , A : 
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'^ il ‘ a .: a^P^al of the 

‘f^r v V '■- '.-''' ; r '•*■»”'. • '■' 

£V : „ , mvs/A*- i 4* ^ V>.t. ‘ ‘k ' ^ofop yy/T^pta cnrTi nnw^rs. * 


« * |, l -‘ ,u "'- , iTrr'v” '■ , » t » r j ■ - * - *, . 4 , c , . ■ 

$ wklun' ijMtsr.ap^rOprialc to: the circumstances, are, justified and 

•*;*"** ~f * •“ .-. \- ' ‘ _ 

^^))i^j| 8 ^^^cK^w^% 6 re..;to' be granted once and for all, 

to' be inserted would be so many , 
fl^jdjifSS ’^pfyifrata^«s;iq',l? 5 ;lBfcely to. make for rigidity;' and for a 

would be detrimental to 

were dealt with by. Order in this way* 
|:%^p 6 ldd^ 0 ^‘^^ducem«it to the less scrupulous members of the 
^^iiS^ti|^^;^y^iMd , 'means'-df defeating the spirit of the safe-- 

letter. / ' , ...■•' 

|!%g^,^bri«.#Musttialisfe are men , of integrity, quite as 

ha the community "to serve the best 



||^|pe;)^p^^%,^j^ : .&dnsdy - (the latter a most important 
‘^^^^ffie^'operaiSpm.pf ; thes 6 ; experts should, therefore;; be 



(fi.UWWj •usu 

Op^MwIxj. y-pauu 


should be directly and' intimately, 
.industry hi this connection 

. ! n ! I !1 il r lS C rtf, t *1 ^•,.',1^ H » •« ^ .u ^ Tm .CnwTMnn . «rt+ 


e, act- 

- r£v - f) . -,,,i 1 ;^:,T;-- ! -— ; • 7 - : --^- r -s ,v^ Y .. rrr „^u, Joard>and with; a right to ; 

knowledge of the affairs of' tlie 

;indiKirv;:-Ti,;s;j I j; tl j rn( 


|Jf|^^^^^^tiim^q^d/makfe.idr quick decision and smooth 
: 4MlP^t^M^Pl%)l9°;1;^^iF^dntinued ',pres^Ce'^ould at the 

5 tS^difiihfeVtjenttHt*56l'-'a-' ffeww.' inf- rti srrp.rif»ii arfrJ Tnfiirmp.iif ■ liptncr Ipfi 
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obtaining guidance, and-^ffssi^nte/^nd-quic^defcisidnsj^^fe! theseT 
were 'called for.' ’■ * ;v-‘| 

I believe that some, such .approach ias'diis: is*entii^’bffldii^^S|i| 
the British genius for compromise, flexibility ind.pow^ofViid^aM^ 
I believe that in the great majority of cases, if the opportunity^ie 
offered, and the appeal be made, for a spirit of statesmanship Xxoiii; 
British industry, that spirit of industrial statesmanship wilt be :fortli- : 
coming. Again, I speak front proved experience. , It is truepiatmahy :' 
industries would prefer not to have such Boards.--- ..Me; ahs^pf ? to"|b&| 
Is that, under my proposal, they need not have them! ■fThe^suggestibd^ 
is not that every industry should have a Board, hut only vihal&'any^ 
industry desiring to introduce, or to maintain, . conhdls which nepre^e'ni| 
a departure from true private /enterprise to' air extent; ^papaWe-^i 
prejudicing the public interest should have such; k -BbardiiWdtielifCTi^ 
then only to the extent of such departure. As I have said ifc.Mi^iP: 
well be that the effect of .this proposal on. the minds of those in ; spme :: ; 
industries where restrictions now exist would be to restore ^fiMfreedoim; 
as a means of avoiding such necessity. Freedom of choice would, 
remain with the industry.' ■ ’• \ 

In brief, I would give every, inducement tp,industries 'ip ibohduc^ 
their affairs (within the law and-the.broad.;fraMCw 9 #‘M*'Gd^^rat^ 
policy and in the light of any codes of principlesriaid-.do^nlb'^fdip^ 
State) in the true spirit of private enterprise, with all the advantages b c ' v " 
initiative and adaptability associated wlthit, ahd with .all dufike^ri 
to the interests of' consumers and the community.;’- So lpngjaSL&feyjdic 
so they would enjoy freedom from any 

Apart from the administration of the JaW, the State’s functions woulc 
be confined to satisfying itself, as necessary, that the' industry was ii 
fact giving (in Mr. Morrison’s words) ‘‘.efficient ;service'in-.diC^iii1te^ 
of the nation.” In face of this inducement X wpuld^hppesfofea)dfe; 
appearance of restrictive conditions where ' they were;hot : capaMe 6i 
full public justification. " - 

To summarize; I would refuse, to* aflpwefl^ ; 'io-.^‘^^^tBj|^t^|r 
tive practices in an industry calculated to deprive, the consigner of the 
safeguard of competition except with the . prior knowledge, and consent 
of the State. Where approval was sought find granted T; would .in^kp;jj 
conditional upon the setting up of a Boardaipon winch the State woiil^ 
be represented, with full right to 

■were being used and with full power to control such use. . .Reports 



loo- 





:^loh^escJmesI,Wmild hope-— 

; j- ’ : 'n\ l? i/v,‘£ntiri fit ii p -tfe Wr fr a n 77 in b riou 



^1&qu^t^^t6\^£j^raqi'fwaistcbat- *- :- 
li^K^CMe^fe’ ; ®S < is i .'b{.‘thfe State with a minimum of bureaucracy, 
;;and regimentation ; v/> v -"-. , : 

‘^|).4btleadf^iii^ali.Stsy in their vitally important work, to regard 
^tm^tot^’as^^'-seriibir.Vpa whose help, can be sought when.con> 

. as a critical, uninformed and hostile 

' V* 

^^•^'I^^e^feduslrialist.feel. that he is a trusted and valued 
SimeSibdf ; of • flodieiEy;; ! ' -ix - J i ; - ’ •■ 

' a real and full sense of partnership in the 
Ilf^Viasit of fitting British industry to meet Britain’s needs. 

•'' . -vJ 

^ advance that development along these lines will 

with the British genius ; 

hd.nt l^stfit is%orfh;the attempt. - • •• ' . 




Chapter XL 
. SUMMARY 

There are various v/ ays in which the writing of a book of this kim’ 
can be approached/- One is to state one’s conclusions baldly at tli 
outset, and then proceed to marshal facts and arguments m suppor 
of those conclusions. This has, at least, the advantage that the f cade 
is clear from the outset just exhctty'wMatis : prop 6 sed;';';Anbtii 0 r-fis^ 
state the facts, then to analyse them, and then to examine the variou 
alternative policies open to us, stage by stage, accepting one and reject 
ing another, until, by a process of elucidation, we are led to certain cor, 
elusions. This is the scientific approach. It is the approach best . cal 
culated to avoid bias and preconceived views on the part of the writer 
It is the approach which the reader who claims no expert khqwiedg' 

. of the subject should find most convincing. 1 

At any time I prefer this latter approach, and for these reasons 
But, in fact, in this easel had no alternative. This bobk represehtshi: 
careful full-time piece of research made in the quiet of ;the : study. 
wish that had been possible: the Work might then have been bette; 
done, and the. field covered would certainly have been OTdefV y^ fact 
however, this book represents rather the notes from , the' diary 'pf-Ut 
executive, written in medias res while actually' engaged in {grapfilihg 
day by day, with the problems discussed. To take another nnald^; 
"it represents, not the views of the ragme«^e^gh^;.in.;th^qttiet^:%t 
drawing office, but the log of the working engineer in tlie ship’shhgmj 
room, written in the intervals of oiling overheated bearings 1 and -wthii 
sound of the sea. Actually it has been written over} the;; peridd^qi 
1941^45, at such odd times as pressure of work : has permitted^ In: one 
case an interval of fourteen months elapsed, befW^rytwb cdnsecutiw 
chapters! Incidentally, this long period of gestation -may. iperhapsir 
some measure excuse any lack of freshness; there may be iaccrtair 
ideas expressed Which, if. ndt qmfe new, were cert^iy;'^sh}fanc 
debatable when first written, but have since iji^Moremdel^kc^ptM 
. In these circumstances there was clearly no alternative but to begir 
at the beginning, and tobe/carriedwhefe;^ 
mean by this that I had no unifying 

write. ' Every investigator, however impartial he 'may wish his investiga- 
tion to be, mtist 
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mnKi ; was;. simpiy . uus, mat I had had a main responsibility for 
nitiating as a Civil Servant, with the encouragement of Lord Woolton, 
im experiment in relationship between the State and industry in war- 
ime-This experiment, as a result of the fine response of the industry 
:oncerned, had proved most successful. My Minister had referred to 
t as'an outstanding achievement in supervised self-government. We 
iad builded . better than we knew. Our experiment had been widely 
oilowed in wartime. I couldn’t help wondering, therefore, whether, 
or other industries and in other circumstances, the same approach 
bight' not. be useful in peacetime. That was my starting point. Such 
hihking as I have had opportunity to give to the matter has confirmed 
md strengthened this early view. I think that, as a piece of organiza- 
ion, .this arrangement for the marriage of State and Industry through 
i. representative manufacturers’ organization with State representation 
md With State power of final decision within a specific field, may be 
capable of making a very useful contribution in the years to come. I 
Mt.-the'idea -forvvard, therefore, as a main part of my proposals, for 
consideration on its merits. 

:\X -have (deliberately sought to limit my consideration as far as 
E»ssible to:the question of organization of the relationship of the State 
tp fridustry. and to eschew.questions of policy, except in so far as their 
discussion ; was unavoidable. I have expressed no views, for example; 
as to which industries should be nationalized, but I have suggested 
suitable organization for industries which are to be nationalized. I 
have nbLyenfufed* any opinion as to which industries call for closer 
Stete>stiperyision, because of restrictive practices ; but I have said that, 
where there is a case for this, certain machinery is best calculated to 
secure essential, supervision with least detriment to enterprise. I would 
expect the industry With whichJ am connected to choose to continue 
fee .alternative of .free enterprise in freedom ; and to be able to demon* 
sMte'thaL ,m-. the. fullest sense, it has done its duty to the consumer. 
But l speak in no sense on behalf of that industry, which has, in fact, 
fieen j mmo :>wayjf consulted about the views I express. These views 
bibst^nd or fafl on their, merits. Meantime they are my own personal 
?^^f^bd..sh®uid'-{asT‘.said at the outset) be in no way regarded as 
f6|iri^en|iiig;-di6se.of either any particular industry with which I may 
be cbntiected or fany company of which I may be a director. I must 
isol^;target: fori any criticism. ■ • <,■ 

chosen method of approach may have 
: l^ ; .wmd;|^dem-in-idoutti^d : the : prbcise'\iibws to ; which I have been 
^^nnpuhyii.Tf^wdifid' seem desirable, therefore;' even lat 
attempt; to' summarize those views now; ’• 
:103 



vTHE CONCLUSIONS 

0) Sahts • ; 
nature or form, 

to serve the highest interests of the community as a whole ; -its ahhieve- 
ments must be measured in relation fdritsbroad^^ 
and it must he content to ac^t thatstendardi'SSS 

(2) The State must represent Lhe-phnuhutfi^casii 

the organ of the democratically, elected -Gbveai^entfy^vuv.^i;^ 
within' the framework of the law. 

(3) The. State must;safeguard;the : -pr6i^ri^tereste<Of^e^prp3uc|l 
Production comes before distributioh..-vThe”cdli^ 1 inUst‘b^l^^<hejtex!i 
it can be divided. ..In particular, ^the-'tS^te'^ySf^^au^ 
minimum standards (on., a progressively ‘rismg scale);:!fof : the w^ 

to be observed by all industries, or by ^;ente^fi^’^' , 's^ec^ec 
industries, as the case may be’ - '•• •' 

(4) While, however, the State is TightiyTcohcei^ 

mum conditions for producers, its view; mustm.ot .beiharfpw^ .t6^% 
issue alone. It must . consider the -'wtelbbeing^ 
classes ; tliat is to say, not only the rank and file but the t^^pteians 
the managers, the administrators 

number in any community Who possess : ereative abhity, : imagteati6n 
. vision, courage and, drive: inibrief # »thpse:^d<ii1^^^j^afi^ 
organization of society determme the level of . efficiency andCmchah 
of progress. ^ ; ' ; ;' L 

. (5) While safeguarding, therefore, producers 'who need it’ ‘agates 
exploitation, the State must provide conditions which m^ 
mum of entemrise. whether ownership’ for TheStimeiiheinsr fin ??am 



its absolutely. primary objects, to 

(6) But production is not an end in itself ; it is a means to /ah end 
Production -leads to consumptioii. ."■'TheiState 

sumer is safeguarded against harm or 

matters as quality of goods or purity Of foods, by the: laying dot^bj 

law of minimum standards’ Wheff these : ’are,shpwh'tb:\be.nec^stery 
particularly . . in - matters where - the t consumer \caimot ; be- expected -’ h 
possess- the necessary . 

same way, the unorganized consumer ; should .be protected. : again'^pnc£ 

'exploi^cm'^heK;ana : ^W , "' ifi2W 
freely competitive supplies : 

(7) Again, .however, the- 
should set minimum ; standards but it '{shbuldpot* '^mpel ■j'standa'idua: 



- tipte.pf-pif^n^.- Adtt 
standards': “A mininSiirri .^standard 


A minimjirri standard perinits :of-; progress: Staridardiza- 
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tion leads to dull mediocrity and the removal of all incentive to creative 
ability. Standardization of products in this sense (as distinct, of 
course, from, for example, reasonable standardization of sizes of parts 
in engineering) is, in fact, nationalization without any of the virtues 
of nationalization. ~ v 

. (8) But when we have dealt with producers and consumers we have 
not covered the full interests of the community. We have dealt with 
individuals in their material aspects. We have still to consider them 
in their most vital aspect as human beings and as citizens. Without 
vision the people perish. Without true democracy, we may become 
, a human ant-hill. Without freedom, we face totalitarianism. We 
must seek so to construct our society as to leave full room for freedom 
in its best sense. > 

(9) In the economic field, our normal aim should be to seek the 
means best calculated to secure efficiency and enterprise. If in a 
particular case the facts lead us to the conclusion that this will be best 
achieved by Public Enterprise, let us accept this. Let us, however, 
seek to achieve this in such a way as to decrease freedom as little as 
possible. Let us recognize that, the wider the sphere of State enter- 
prise, .-the greater the difficulty in practice of securing full freedom in 
certain vital directions. With widespread nationalization, it becomes 
ycry difficult to avoid some degree of regimentation. One of the most 
'valued of our freedoms is freedom of association. That is the basis 
of Trade Unionism. It is difficult to see how universal nationalization 
could leave a place" for Trade Unionism except in name. An inherent 
freedom lies in choice of occupation and of job. It is difficult to see 
how .universal nationalization could exist in practice (in a country 
whose price level is linked with that of the rest of the world and 
which is dependent for its existence on export trade) without direction 
of labour. Let us therefore accept nationalization where this seems 
the better alternative ; but let us recognize that in so far as we can 
safeguard the proper interests of producers and consumers in .a system 
of enterprise which leaves. freedom of association and freedom of 
choice, we shall, by so doing, best serve our highest interests as 
citizens. In short, outside of certain particular activities, nationaliza- 
tion may be not so much an ideal as a regrettable necessity, with real 
danger to the spirit of man. For this view we are not dependent upon 
a priori reasoning. We can see the results in practice in other 
countries.. 

(10) There will be a large and increasing sphere of State activity in 
fcmnulating and enforcing the minimum conditions already mentioned, 
there will be, in addition, a Targe and vitally important sphere of, 
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activatin' fcW^S?ag,.th.e 

enteipnse, This will arise, mparticular, "out of the policy of/Full 
Emolovmetit-; in r.nnninnfinn wirti tlii' b^atWr 



payments.; vM tiifese,wil] 
-be dealt with by our admirable: permanent Civil Ser\ice.-; : ,The 
forhiulation of policies to secure, the adjustment of British -mdustiy p) 
this background without drying up the springs of ‘enterprise ;lvjB3 
present the most formidable problems, they are, however, -hejpnd 
my present purpose, which is concerned with oganization. •' • 

'(11) In addition, to performing these backgroimd functions," the 
State will, however, feel called upon to nationalize at any rate certain 
British industries ; that is to say, to go beyond what has in the past 
in this country been regarded as the proper sphere of the State, and 
to undertake the actual operation of industries. The necessity ‘Tor 
this in certain Cases can be accepted. It is submitted, however, that 
there is a wide distinction between activities which, however, varied; 
are. in fact an exercise of government as such, and on the other .hand 
the actual conduct of industry^ For the former we have an admifable 
and admirably staffed Government -machine. For the -latter we must; 
I submit* break new ground. We must have a ; hew approaphi: jB 
would be fatal to attempt to run any ordinary industry as/or,as- : part 
of, a Government Department, for reasons which I have fully 
We should seek to avoidas far as possible the evils of “ bureducraC|f 
. by-running any such industry as a Public Corporation, under &-?Boafd 
of Directors : acting , as nearly as circumstances permit; not as 
Servants (as usually understood) but in the same way as th’e'Bbar’d 
of a nonpublic enterprise. Directors should, in the main, be appointed 
- for their , personal capacity to run industry -successfully. WhileMfe 
State would be the ultimate shareholder, the greatest practicable degree 
of freedom should be extended to the Board, wHhin ;certem ; :bfb|d 
dkectiom as io aims and principles, and within certain broad budgets 
of capital expenditure. ' Day-to-day Parliamentary control andjdefdiied 
Treasury' contrdl wpuld be fatal to efficiency;', jCohtrol jsTioUH^; 
remote though real : . failure would be dealt with by the’ normal metho|: 
■ of change of fdirecidfs. ' ';V- : v - 1 ' i ' ' 

)k(l 2) . For- ■Ibrig'SenOUgh, however, by far the rgreatet-"pm^Of|^* 
industrial activity will, continue under private ownership. ' ItriMnj 

that the .greatest.:practicable;i3sgree- 

pf%fficim^y 4 ^d;eiiteri)rise should be achieved in;,this 
■^,Smfe^Omdf'not;i^mi®emIy tp ; tolerate .this; pr|vafe^mite^^rlb#‘ 

tits 
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ias^Minciustf^ displaysigenuine freeenterprise, with proper considera- 
^iqn' iorrits em^oyees. and the consumer- (and subject only to over- 
;riding venditions arising out of the aftermath of war) it should be 
-^practicable' measure of freedom. Development 
'i^^av^.^dbuikg^.v^^Uijder. such conditions profits should be 
•^^^^ ; :&fe-a'rtest’of;-success- and a measure of contribution to the 
r ,’ J v- ' »\ ■ , - 

5 ; !(i 3) tf iiowever, freedom is to be the reward for free enterprise 
‘{pnderingr efficient service to. the nation) clearly the State must have 
^‘liejright 'ahd the means to satisfy itself that in any particular case it 
Jiis'ffree- enterprise :of this nature, and not private exploitation dressed 
£up ? as!enfetprSd.. 'If the State is to 'be asked to allow private enter* 
^^tb^ia^ttlfe'-game ^within Jhe rules, it can claim the right to lay 
? ;4ojmme,xuies and to nominate the referee! 

^||HX^didrd; colnn«*i' law doctrine of “restraint of trade” should 
^morej'clearly, defined in new legislation and the hands of the State 
7hd>Sti^hgthmed. .,\The basic principle would be that no arrangement 
3^6ulei -be "permitted which constituted an effective bar to competition 

except to the extent that this could be publicly 
"^ef^^i'|^.|teing-.m the public interests; and then only subject to 
liap^ropriatexonditiohs ensuring effective supervision. An appropriate 
S^ep|rimeHtrOf-Stafe T^oiildrbe charged, with responsibility for 'seeing 
{i^tpSe-lm^^SMis'-obseryed; Such Department would have authority 
^d.^i^^ahan^rttents .by industrial bodies which would otherwise 
|fe;inf,breach;.of .the law, ; bn such conditions as might be laid down in 
^e;Htehce/.|Ap^eal : . would lie to the Courts from such a Department’s 
?decisi^ ; ; 

>;’g'(l5|^<M;;a ; /yiew ; 'pf the functions of the State would mean the 
^set(mg^p'^;a< ; of . Industry,- or its equivalent, designed, on 
ttb^dvise .industries of -the general economic background, 
i&e^^qlicies] xvhich, in ..the,. view of the Government, appeared 
■flb'.lKj^ledcfori and to encourage , and assist industries to make the 
^^s^^ndf jhbst efficient contribution ; and, on the' other hand, to. 
^^ ; |i^aiyb:;praaces.>hich .appeared, to be contrary to . the 
,;i;'W®%sts. :'of ;tKe -cbmmumty.' It would not be its business to control 
i ^^^ a ie^<»^t,m.sueli'de^ee / .as. emergency conditions, made this 
n^%^^^:^®:^ I hd--being)'bptto ovCrsee restrictive practices. 

£ ^Mydul^ be :esssntidl to the success of such a Department that 
^’ ;: ^ i Pbjdil^;sfeffed'^|th. ; a^special. Class of industrial civil servants, 
^indminismation, ‘.disinterested but' capable^ of 
-iudustry,. speaking its language, and 
^';?^;^-^??! : '-:'i^'bstj;i|i>SdministrafOrs > 'Oh 'level terms;’''' >;*- ’ .v Vy , 




• ; : ' .. • C-' ; . v i .the conclusions; 

' r X', 

(17) Industries twhich 
restrictive; arrangements-and : were'.: 

with the interests of the cominunityi would ;be free of : ahW cdhtrolf 

' ,t ,1 r* * • ‘ .. ■» v.' / ' t l -£d:-': fiXy&C.-V.iL >- 



decide to do likewise.' _ .. . . _ s 

(18) Each industry should, have a TradnAssoCiatiohof aj- voltihtar^ 
character. ’ Such- 4 m A^ociatioft/id^ed*-Ydffi). 6 l) 3 i^^.thSt^ergil[^ 
ih any way contrary to law Or public policy, 'wp^d^;S^pM!is|S 
representative body of; the ' industry ; anjd ."re^^ed^a^;tli|Mi|da 3 
channel of communication with the State«y;A<suitab|e • pmSej 
would . attend its meetings .when '‘necessary,^ 

exchange of views. Such Association's ’?•’ would - 'be; ;|ederateB^witp;|i 
suitable National Association; .'A ... . ;•> 

(19) Where, however, an industry . is licensed by the StateTb exercisc 
certain powers of a restrictive, character :;(whe&&-hriri^f^|.p£va 
-request from the industry to limit excessive competition : ;or;arising 
' out of conditions . external to the industry : such as a lemporaiy 

of TV»rt+At»Irtl\ *!■ nh n - Am’ 

"licence that 



Board created for the purpose arid according to pmapies.Jlmd^dy^ 
by the State ; that is to say, somewhat 

.time .Associations, Such Board would be composed plainly, of jlie 



■.more- representatives -of the State 

service' of the Miiusriy of Industry. >; These> Staf^^rei»^fif^' 
would-be entitled'; to an overriding vote, and charged with the redpori- 
• sibility for seeing .that-, the powers Of,- the; Board : ;yCfe;;exercised;;in; 
accordance with the principles laid dom atid with due regardrio. the 
interests of the community. In/ short;., it /would;.; be^Constitutional; 
Freedom subject to Veto. Such State 

' - .t > ■ "ft !y*' i •_'* -< * _ 4.2^1. k’’. \ /Ti£ *Y r A* 1 V*> 1 f"1 1 Ptl - V 



/-o-JS UMMARX,’, r ./ : 


to secure this end in a Way 

^hich'-'v^;^ ... • V-'V 

:l-<^/^):*w^"i>eigE]&tro£'^ir&.axlmuto.l6f.-fleasibility of operation , in .the 

^industry '”rv' ; . •' ' " *7 ' ■ '■ •.' ' : ' ■. ,• '. ‘ . 

secured ma ximum of co-operation between the State and 

^iridiistryy&nd^ * v ’ 

' * i-Cc), ^Voffefi'm' praAtice the most effective method of control to 

the' State.-??, ' ;J* - /-O', . : •• ; 

®(2i)? ;it: would secure, the - advantages . of “ self-government of 
Industty?’;;' hiitdt’ would ft the same time, introduce the means best 

-this was “supervised self-government” 
iihder whi^lidhe best interests of the community could most effectively 
lie’ ; safeguardedf; ■'>' 

;;^ThS:pr6pc>sals 1 hive jnade are based Upon proved war experience, 
f^^sdu^t^o-draw'bii.thw.'^'experience'ih an approach to peace- 
^ffigi'p^biei^'; : ‘4.t believe' at 'is; consistent with the British genius to 
hV^isyrayr '.X- have, given the; proposals themselves some 
•&^^;pf..^i^^rsb^s-loVbrihg^ut ; lhe real nature of the issues 
arising.'; At" the same titnc, I have tried to make it clear that what I 
amlpffenng 'is; a sketch, rather- than a blue-print. No one is more 
conscious tliah I 'that particular ^proposals must be tested in practice, 

proposal, I am con- 
theniei: This is that we shall only 
at one and the same 
Efficiency; through a., 
^~pa^mWp/;^;^^S6te-:,aind'.itiie>.!individual, based upon the 
yepogriitioa JlMt,7W^^ it is vital that 

\ve-;put^nterpnse First 
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